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(1937  EDITION) 


ESTATE  TAX 

[Except  as  otherwise  indicated,  the  section  references  are  to  the  Revenue  Act  of  1926,  or 
the  Revenue  Act  of  1926  as  amended.     References  to  other  Revenue  Acts  are  specific] 

Title  III. — Estate  Tax 

Sec.  300.  When  used  in  this  title— 

(a)  The  term  "executor"  means  the  executor  or  administrator  of 
the  decedent,  or,  if  there  is  no  executor  or  administrator  appointed, 
qualified,  and  acting  within  the  United  States,  then  any  person  in 
actual  or  constructive  possession  of  any  property  of  the  decedent; 

(b)  The  term  "net  estate"  means  the  net  estate  as  determined 
under  the  provisions  of  section  303; 

(c)  The  term  "month"  means  calendar  month;  and 

(d)  The  term  "collector"  means  the  collector  of  internal  revenue 
of  the  district  in  which  was  the  domicile  of  the  decedent  at  the  time 
of  his  death,  or,  if  there  was  no  such  domicile  in  the  United  States, 
then  the  collector  of  the  district  in  which  is  situated  the  part  of  the 
gross  estate  of  the  decedent  in  the  United  States,  or,  if  such  part 
of  the  gross  estate  is  situated  in  more  than  one  district,  then  the  col- 
lector of  internal  revenue  of  such  district  as  may  be  designated  by  the 
Commissioner. 

Sec.  301.  (a)  In  lieu  of  the  tax  imposed  by  Title  III  of  the  Reve- 
nue Act  of  1924,  a  tax  equal  to  the  sum  of  the  following  percentages 
of  the  value  of  the  net  estate  (determined  as  provided  in  section 
303)  is  hereby  imposed  upon  the  transfer  of  the  net  estate  of  every 
decedent  dying  after  the  enactment  of  this  act,  whether  a  resident 
or  nonresident  of  the  United  States ; 

1  per  centum  of  the  amount  of  the  net  estate  not  in  excess  of 
$50,000; 

2  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$50,000  and  does  not  exceed  $100,000; 

3  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $100,000 
and  does  not  exceed  $200,000 : 

4  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $200,000 
and  does  not  exceed  $400,000; 

5  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $400,000 
and  does  not  exceed  $600,000 ; 

6  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $600,000 
and  does  not  exceed  $800,000; 

7  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $800,000 
and  does  not  exceed  $1,000,000; 

(1) 
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8  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $1,000,000 
and  does  not  exceed  $1,500,000; 

9  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $1,500,000 
and  does  not  exceed  $2,000,000; 

10  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$2,000,000  and  does  not  exceed  $2,500,000 ; 

11  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$2,500,000  and  does  not  exceed  $3,000,000; 

12  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$3,000,000  and  does  not  exceed  $3,500,000; 

13  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$3,500,000  and  does  not  exceed  $4,000,000; 

14  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$4,000,000  and  does  not  exceed  $5,000,000; 

15  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$5,000,000  and  does  not  exceed  $6,000,000; 

16  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$6,000,000  and  does  not  exceed  $7,000,000; 

17  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$7,000,000  and  does  not  exceed  $8,000,000; 

18  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$8,000,000  and  does  not  exceed  $9,000,000; 

19  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$9,000,000  and  does  not  exceed  $10,000,000; 

20  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$10,000,000. 

Title    II. — Additional    Estate    Tax.      (Revenue    Act    of    1932,    as 

Amended.  ) 

Sec.  401.  Revenue  Act  of  1932,  as  amended  by  section  201  of  the 
Revenue  Act  of  1935. 

(a)  In  addition  to  the  estate  tax  imposed  by  section  301(a)  of  the 
Revenue  Act  of  1926,  there  is  hereby  imposed  upon  the  transfer  of  the 
net  estate  of  every  decedent  dying  after  the  enactment  of  this  Act, 
whether  a  resident  or  nonresident  of  the  United  States,  a  tax  equal  to 
the  excess  of — 

(1)  the  amount  of  a  tentative  tax  computed  under  subsection 
(b)  of  this  section,  over 

(2)  the  amount  of  the  tax  imposed  by  section  301(a)  of  the 
Revenue  Act  of  1926,  computed  without  regard  to  the  provisions  of 
this  title. 

(b)  The  tentative  tax  referred  to  in  subsection  (a)(1)  of  this  sec- 
tion shall  equal  the  sum  of  the  following  percentages  of  the  value  of 
the  net  estate: 

Upon  net  estates  not  in  excess  of  $10,000,  2  per  centum. 

$200  upon  net  estates  of  $10,000;  and  upon  net  estates  in  excess  of 
$10,000  and  not  in  excess  of  $20,000,  4  per  centum  in  addition  of  such 
excess. 

$600  upon  net  estates  of  $20,000;  and  upon  net  estates  in  excess  of 
$20,000  and  not  in  excess  of  $30,000,  6  per  centum  in  addition  of  such 
excess. 

$1,200  upon  net  estates  of  $30,000 ;  and  upon  net  estates  in  excess  of 
$30,(X)0  and  not  in  excess  of  $40,000,  8  per  centum  in  addition  of 
such  excess. 


$2,000  upon  net  estates  of  $40,000;  and  upon  net  estates  in  excess 
of  $40,000  and  not  in  excess  of  $50,000,  10  i>er  centum  in  addition  of 
such  excess. 

$3,000  upon  net  estates  of  $50,000;  and  upon  net  estates  in  excess  of 
$50,000  and  not  in  excess  of  $70,000,  12  per  centum  in  addition  of  such 
excess. 

$5,400  upon  net  estates  of  $70,000 ;  and  upon  net  estates  in  excess  of 
$70,000  and  not  in  excess  of  $100,(X)0,  14  per  centum  in  addition  of  such 
excess. 

$9,600  upon  net  estates  of  $1(X),000 ;  and  upon  net  estates  in  excess  of 
$100,000  and  not  in  excess  of  $200,000,  17  per  centum  in  addition  of 
such  excess. 

$26,600  upon  net  estates  of  $200,000 ;  and  upon  net  estates  in  excess  of 
$200,000  and  not  in  excess  of  $400,000,  20  per  centum  in  addition  of 
such  excess. 

$66,6(X)  upon  net  estates  of  $400,(X)0;  and  upon  net  estates  in 
excess  of  $400,0(X)  and  not  in  excess  of  $600,0(X),  23  per  centum  in  addi- 
tion of  such  excess. 

$112,6(X)  upon  net  estates  of  $600,000 ;  and  upon  net  estates  in  excess 
of  $600,000  and  not  in  excess  of  $800,000,  26  per  centum  in  addition  of 
such  excess. 

$164,600  upon  net  estates  of  $800,(X)0  and  upon  net  estates  in  excess 
of  $800,000,  and  not  in  excess  of  $1,000,000,  29  per  centum  in  addition 
of  such  excess. 

$222,600  upon  net  estates  of  $1,000,000;  and  upon  net  estates  in  ex- 
cess of  $1,000,000  and  not  in  excess  of  $1,500,000,  32  per  centum  in  addi- 
tion of  such  excess. 

$382,600  upon  net  estates  of  $1,500,000;  and  upon  net  estates  in 
excess  of  $1,500,000  and  not  in  excess  of  $2,000,000,  35  per  centum  in 
addition  of  such  excess.  t 

$557,600  upon  net  estates  of  $2,000,000;  and  upon  net  estates  in  ex- 
cess of  $2,000,000  and  not  in  excess  of  $2,500,000,  38  per  centum  in  addi- 
tion of  such  excess. 

$747,600  upon  net  estates  of  $2,500,000 ;  and  upon  net  estates  in  excess 
of  $2,500,000  and  not  in  excess  of  $3,000,000,  41  per  centum  in  addition 
of  such  excess. 

$952,600  upon  net  estates  of  $3,000,000 ;  and  upon  net  estates  in  ex- 
cess of  $3,000,000  and  not  in  excess  of  $3,500,000,  44  per  centum  in  addi- 
tion of  such  excess. 

$1,172,600  upon  net  estates  of  $3,500,000 ;  and  upon  net  estates  in  ex- 
cess of  $3,500,000  and  not  in  excess  of  $4,000,000,  47  per  centum  in 
addition  of  such  excess. 

$1,407,600  upon  net  estates  of  $4,000,000;  and  upon  net  estates  in 
excess  of  $4,000,000  and  not  in  excess  of  $4,500,000,  50  per  centum  in 
addition  of  such  excess. 

$1,657,600  upon  net  estates  of  $4,500,000;  and  upon  net  estates  in 
excess  of  $4,500,000  and  not  in  excess  of  $5,000,000,  53  per  centum  in 
addition  of  such  excess. 

$1,922,600  upon  net  estates  of  $5,000,000;  and  upon  net  estates  in 
excess  of  $5,000,000  and  not  in  excess  of  $6,000,000,  56  per  centum  in 
addition  of  such  excess. 

$2,482,600  upon  net  estates  of  $6,000,000;  and  upon  net  estates  in 
excess  of  $6,000,000  and  not  in  excess  of  $7,000,000,  59  per  centum  in  ad- 
dition of  such  excess. 


I 


$3,072,600  upon  net  estates  of  $7,000,000;  and  upon  net  estates  in 
excess  of  $7,000,000  and  not  in  excess  of  $8,000,000,  61  per  centum  in 
addition  of  such  excess. 

$3,682,600  upon  net  estates  of  $8,000,000 ;  and  upon  net  estates  in  ex- 
cess of  $8,000,000  and  not  in  excess  of  $9,000,000,  63  per  centum  in 
addition  of  such  excess. 

$4,312,600  upon  net  estates  of  $9,000,000;  and  upon  net  estates  in 
excess  of  $9,000,000  and  not  in  excess  of  $10,000,000,  65  per  centum  in 
addition  of  such  excess. 

$4,962,600  upon  net  estates  of  $10,000,000;  and  upon  net  estates  in 
excess  of  $10,000,000  and  not  in  excess  of  $20,000,000,  67  per  centum  in 
addition  of  such  excess. 

$11,662,600  upon  net  estates  of  $20,000,000;  and  upon  net  estates  in 
excess  of  $20,000,000  and  not  in  excess  of  $50,000,000,  69  per  centum  in 
addition  of  such  excess. 

$32,362,600  upon  net  estates  of  $50,000,000 ;  and  upon  net  estates  in 
excess  of  $50,000,000,  70  per  centum  in  addition  of  such  excess. 

(c)  For  the  purposes  of  this  section  the  value  of  the  net  estate  shall 
be  determined  as  provided  in  Title  III  of  the  Revenue  Act  of  1926, 
as  amended,  except  that  in  lieu  of  the  exemption  of  $100,000  provided 
in  section  303(a)  (4)  of  such  Act,  the  exemption  shall  be  $40,000. 

Note. — Section  401(b)  of  the  Revenue  Act  of  1932  was  amended  by 
Section  405(a)  of  the  Revenue  Act  of  1934,  and  was  further  amended 
by  section  201(a)  of  the  Revenue  Act  of  1985. 

Section  401(c)  of  the  Revenue  Act  of  1932  was  amended  by  sec- 
tion 201(b)  of  the  Revenue  Act  of  1935. 

Section  201(d)   of  the  Revenue  Act  of  1935  reads  as  follows: 

"The  amendments  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the 
date  of  the  enactment  of  this  Act " 


Seo.  401.  Revenue  Act  of  1932,  as  originally  enacted.    *    *    * 

(b)  The  tentative  tax  referred  to  in  subsection  (a)(1)  of  this  sec- 
tion shall  equal  the  sum  of  the  following  percentages  of  the  value  of 
the  net  estate : 

Upon  net  estates  not  in  excess  of  $10,000, 1  per  centum. 

$100  upon  net  estates  of  $10,000;  and  upon  net  estates  in  excess  of 
$10,000  and'  not  in  excess  of  $20,000,  2  per  centum  in  addition  of 
such  excess. 

$300  upon  net  estates  of  $20,000;  and  upon  net  estates  in  excess  of 
$20,000  and  not  in  excess  of  $30,000,  3  per  centum  in  addition  of 
such  excess. 

$600  upon  net  estates  of  $30,000;  and  upon  net  estates  in  excess  of 
$30,000  and  not  in  excess  of  $40,000,  4  per  centum  in  addition  of  such 
excess. 

$1,000  upon  net  estates  of  $40,000 ;  and  upon  net  estates  in  excess  of 
$40,000  and  not  in  excess  of  $50,000,  5  per  centum  in  addition  of  such 
excess. 

$1,500  upon  net  estates  of  $50,000;  and  upon  net  estates  in  excess 
of  $50,000  and  not  in  excess  of  $100,000,  7  per  centum  in  addition  of 
such  excess. 


$5,000  upon  net  estates  of  $1(X),000;  and  upon  net  estates  in  excess 
of  $100,000  and  not  in  excess  of  $200,000,  9  per  centum  in  addition  of 
such  excess. 

$14,000  upon  net  estates  of  $200,(X)0;  and  upon  net  estates  in  excess 
of  $200,000  and  not  in  excess  of  $400,000,  11  per  centum  in  addition 
of  such  excess. 

$36,000  upon  net  estates  of  $400,000 ;  and  upon  net  estates  in  excess  of 
$400,000  and  not  in  excess  of  $600,000,  13  per  centum  in  addition  of 
such  excess. 

$62,000  upon  net  estates  of  $600,000;  and  upon  net  estates  in  excess 
of  $600,000  and  not  in  excess  of  $800,000,  15  per  centum  in  addition  of 
such  excess. 

$92,000  upon  net  estates  of  $800,000;  and  upon  net  estates  in  excess 
of  $800,000  and  not  in  excess  of  $1,000,000,  17  per  centum  in  addition 
of  such  excess. 

$126,000  upon  net  estates  of  $1,000,000;  and  upon  net  estates  in 
excess  of  $1,000,000  and  not  in  excess  of  $1,500,000,  19  per  centum 
in  addition  of  such  excess. 

$221,000  upon  net  estates  of  $1,500,000;  and  upon  net  estates  in 
excess  of  $1,500,000  and  not  in  excess  of  $2,000,000,  21  per  centum 
in  addition  of  such  excess. 

$326,000  upon  net  estates  of  $2,000,000;  and  upon  net  estates  in 
excess  of  $2,000,000  and  not  in  excess  of  $2,500,000,  23  per  centum  in 
addition  of  such  excess. 

$441,000  upon  net  estates  of  $2,500,000;  and  upon  net  estates  in 
excess  of  $2,500,000  and  not  in  excess  of  $3,000,000,  25  per  centum 
in  addition  of  such  excess. 

$566,000  upon  net  estates  of  $3,000,000;  and  upon  net  estates  in 
excess  of  $3,000,000  and  not  in  excess  of  $3,500,000,  27  per  centum 
in  addition  of  such  excess. 

$701,000  upon  net  estates  of  $3,500,000;  and  upon  net  estates  in 
excess  of  $3,500,000  and  not  in  excess  of  $4,000,000,  29  per  centum  in 
addition  of  such  excess. 

$846,000  upon  net  estates  of  $4,000,000;  and  upon  net  estates  in 
excess  of  $4,000,000  and  not  in  excess  of  $4,.500,000,  31  per  centum 
in  addition  of  such  excess. 

$1,001,000  upon  net  estates  of  $4,500,000;  and  upon  net  estates  in 
excess  of  $4,500,000  and  not  in  excess  of  $5,000,000,  33  per  centum  in 
addition  of  such  excess. 

$1,166,000  upon  net  estates  of  $5,000,000;  and  upon  net  estates  in 
excess  of  $5,000,000  and  not  in  excess  of  $6,000,000,  35  per  centum  in 
addition  of  such  excess. 

$1,516,000  upon  net  estates  of  $6,000,000;  and  upon  net  estates  in 
excess  of  $6,000,000  and  not  in  excess  of  $7,000,000,  37  per  centum 
in  addition  of  such  excess. 

$1,886,000  upon  net  estates  of  $7,000,000;  and  upon  net  estates  in 
excess  of  $7,000,000  and  not  in  excess  of  $8,000,000,  39  per  centum  in 
addition  of  such  excess. 

$2,276,000  upon  net  estates  of  $8,000,000;  and  upon  net  estates  in 
excess  of  $8,000,000  and  not  in  excess  of  $9,000,000,  41  per  centum 
in  addition  of  such  excess. 

$2,686,000  upon  net  estates  of  $9,000,000;  and  upon  net  estates  in 
excess  of  $9,000,000  and  not  in  excess  of  $10,000,000,  43  per  centum 
in  addition  of  such  excess. 


$3,116,000  upon  net  estates  of  $10,000,000;  and  upon  net  estates 
in  excess  of  $10,000,000,  45  per  centum  in  addition  of  such  excess. 

(c)  For  the  purposes  of  this  section  the  value  of  the  net  estate 
shall  be  determined  as  provided  in  Title  III  of  the  Revenue  Act  of 
1926,  as  amended,  except  that  in  lieu  of  the  exemption  of  $100,000 
provided  in  section  303(a)(4)  of  such  Act,  the  exemption  shall  be 
$50,000. 

Stc.  405.  Revenue  Act  of  1934. 

(a)  Section  401(b)  of  the  Revenue  Act  of  1932  is  amended  to  read 
as  follows: 

"(b)  The  tentative  tax  referred  to  in  subsection  (a)(1)  of  this 
section  shall  equal  the  sum  of  the  following  percentages  of  the  value 
of  the  net  estate: 

"Upon  net  estates  not  in  excess  of  $10,000,  1  per  centum. 

"$100  upon  net  estates  of  $10,000;  and  upon  net  estates  in  excess  of 
$10,(X)0  and  not  in  excess  of  $20,000,  2  per  centum  in  addition  of  such 
excess. 

"$300  upon  net  estates  of  $20,000;  and  upon  net  estates  in  excess 
of  $20,(X)0  and  not  in  excess  of  $30,000,  3  per  centum  in  addition  of 
such  excess. 

"$600  upon  net  estates  of  $30,000 ;  and  upon  net  estates  in  excess  of 
$30,000  and  not  in  excess  of  $40,000,  4  per  centum  in  addition  of  such 
excess. 

"$1,000  upon  net  estates  of  $40,000;  and  upon  net  estates  in  excess 
of  $40,000  and  not  in  excess  of  $50,000,  5  per  centum  in  addition  of 
such  excess. 

"$1,500  upon  net  estates  of  $50,000;  and  upon  net  estates  in  excess 
of  $50,000  and  not  in  excess  of  $70,000,  7  per  centum  in  addition  of 
such  excess. 

"$2,900  upon  net  estates  of  $70,000;  and  upon  net  estates  in  excess 
of  $70,000  and  not  in  excess  of  $1(X),000,  9  per  centum  in  addition  of 
such  excess. 

"$5,6(X)  upon  net  estates  of  $1(X),(XX);  and  upon  net  estates  in  excess 
of  $100,000  and  not  in  excess  of  $200,000,  12  per  centum  in  addition 
of  such  excess. 

"$17,600  upon  net  estates  of  $2(X),000;  and  upon  net  estates  in  excess 
of  $200,000  and  not  in  excess  of  $400,000,  16  per  centum  in  addition 
of  such  excess. 

"$49,600  upon  net  estates  of  $400,000 ;  and  upon  net  estates  in  excess 
of  $400,000  and  not  in  excess  of  $600,000,  19  per  centum  in  addition 
of  such  excess. 

"$87,600  upon  net  estates  of  $600,000 ;  and  upon  net  estates  in  excess 
of  $600,000  and  not  in  excess  of  $800,000,  22  per  centum  in  addition 
of  such  excess. 

"$131,600  upon  net  estates  of  $800,000;  and  upon  net  estates  in  ex- 
cess of  $800,000  and  not  in  excess  of  $1,000,000,  25  per  centum  in  addi- 
tion of  such  excess. 

"$181,600  upon  net  estates  of  $1,000,000;  and!  upon  net  estates  in 
excess  of  $1,000,000  and  not  in  excess  of  $1,500,000,  28  per  centum  in 
addition  of  such  excess. 

"$321,600  upon  net  estates  of  $1,500,000;  and  upon  net  estates  in 
excess  of  $1,500,000  and  not  in  excess  of  $2,000,000,  31  per  centum  in 
addition  of  such  excess. 


"$476,600  upon  net  estates  of  $2,000,000;  and  upon  net  estates  in 
excess  of  $2,000,000  and  not  in  excess  of  $2,500,000,  34  per  centum  in 
addition  of  such  excess. 

"$646,600  upon  net  estates  of  $2,500,000;  and  upon  net  estates  in 
excess  of  $2,500,000  and  not  in  excess  of  $3,000,000,  37  per  centum  in 
addition  of  such  excess. 

"$831,600  upon  net  estates  of  $3,000,000;  and  upon  net  estates  in 
excess  of  $3,000,000  and  not  in  excess  of  $3,500,000,  40  per  centum  in 
addition  of  such  excess. 

"$1,031,600  upon  net  estates  of  $3,500,000;  and  upon  net  estates  in 
excess  of  .$3,500,000  and  not  in  excess  of  $4,000,000,  43  per  centum  in 
addition  of  such  excess. 

"$1,246,600  upon  net  estates  of  $4,000,000;  and  upon  net  estates  in 
excess  of  $4,000,000  and  not  in  excess  of  $4,500,(XH),  46  per  centum  in 
addition  of  such  excess. 

"$1,476,600  upon  net  estates  of  $4,500,000;  and  upon  net  estates  in 
excess  of  $4,500,000  and  not  in  excess  of  $5,(XX),000,  48  per  centum  in 
addition  of  such  excess. 

"$1,716,600  upon  net  estates  of  $5,000,000;  and  upon  net  estates  in 
excess  of  $5,000,000  and  not  in  excess  of  $6,000,000,  50  per  centum  in 
addition  of  such  excess. 

"$2,216,600  upon  net  estates  of  $6,000,000;  and  upon  net  estates  in 
excess  of  $6,000,000  and  not  in  excess  of  $7,000,000,  52  per  centum  in 
addition  of  such  excess. 

"$2,736,600  upon  net  estates  of  $7,000,000;  and  upon  net  estates  in 
excess  of  $7,CKX),000  and  not  in  excess  of  $8,000,(X)0,  54  per  centum  in 
addition  of  such  excess. 

"$3,276,600  upon  net  estates  of  $8,000,000;  and  upon  net  estates  in 
excess  of  $8,000,000  and  not  in  excess  of  $9,000,000,  56  per  centum  in 
addition  of  such  excess. 

"$3,836,600  upon  net  estates  of  $9,000,000;  and  upon  net  estates  in 
excess  of  $9,000,000  and  not  in  excess  of  $10,000,000,  58  per  centum  in 
addition  of  such  excess. 

"$4,416,600  upon  net  estates  of  $10,000,000 ;  and  upon  net  estates  in 
excess  of  $10,(XX),000,  60  per  centum  in  addition  of  such  excess." 

(b)  The  amendment  made  by  this  section  shall  be  effective  only  with 
respect  to  transfers  of  estates  of  decedents  dying  after  the  date  of  the 
enactment  of  this  Act. 

Article  1.  Estate  tax  statutes.— Current  Federal  estate  taxation 
consists  of,  flrst^  the  estate  tax  imposed  by  the  Revenue  Act  of  1926, 
as  amended,  and,  second^  the  additional  estate  tax  imposed  by  the 
Revenue  Act  of  1932,  as  amended. 

Basic  Act.—Th^  Revenue  Act  of  1926  (Title  III),  enacted  10.25 
a.  m.,  eastern  standard  time,  February  26,  1926,  imposes  an  estate 
tax  against  which  credits  are  allowable,  under  certain  conditions  and 
limitations,  for  Federal  gift  tax  and  for  estate,  inheritance,  legacy, 
or  succession  taxes  paid  a  State  or  Territory  of  the  United  States,  or 
the  District  of  Columbia.  Under  this  Act,  as  amended,  a  specific 
exemption  of  $100,000  is  authorized  for  the  estate  of  a  resident  or 
citizen  of  the  United  States     Such  Act  is  denominated  the  basic  Act 
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for  the  reason  that  its  provisions  equally  apply  to  the  additional  tax 
imposed  by  the  Revenue  Act  of  1932,  as  amended,  save  as  to  rates, 
the  amount  of  the  specific  exemption,  and  the  credits  allowed  for  the 
gift  tax  and  for  estate,  inheritance,  legacy,  or  succession  taxes. 

Act  imposing  additional  estate  tax. — The  Revenue  Act  of  1932 
(Title  II),  enacted  5  p.  m.,  eastern  standard  time,  June  6,  1932,  im- 
poses an  additional  estate  tax  against  which  no  credit  is  allowable  for 
estate,  inheritance,  legacy,  or  succession  taxes,  although,  under  cer- 
tain conditions  and  limitations,  a  credit  is  allowable  for  Federal  gift 
tax.  By  this  Act,  as  amended,  a  specific  exemption  of  $40,000  is 
authorized  for  the  estate  of  a  resident  or  citizen  of  the  United  States. 

Chronological  description  of  statutes, — The  Federal  estate  tax  was 
first  imposed  by  the  Act  of  September  8,  1916,  which  authorized  a 
specific  exemption  of  $50,000  for  the  estate  of  a  resident  of  the  United 
States.  This  law  was  amended  by  the  Act  of  March  3,  1917  (Title 
III),  by  increasing  the  rates  of  tax.  The  Revenue  Act  of  1917 
(Title  IX),  imposed  a  tax  upon  the  transfer  of  the  net  estate  of  de- 
cedents dying  after  October  3,  1917,  in  addition  to  the  tax  imposed 
by  the  Revenue  Act  of  1916,  as  amended.  The  Revenue  Act  of  1918 
(Title  IV),  which  became  effective  at  6.55  p.  m.,  eastern  standard 
time,  February  24,  1919,  reduced  the  rates  applicable  to  net  estates 
below  $1,500,000,  and  contained  a  number  of  provisions  not  found 
in  any  of  the  prior  Acts,  among  which  was  a  special  subdivision 
pertaining  to  life  insurance.  The  Revenue  Act  of  1921  (Title  IV) 
became  effective  at  3.55  p.  m.,  eastern  standard  time,  November  23, 
1921.  It  reenacted  without  change  the  rates  of  Title  IV  of  the 
Revenue  Act  of  1918,  and  embodied  numerous  minor  changes. 

The  Revenue  Act  of  1924  (Part  I,  Title  III)  became  effective  at 
4.01  p.  m.,  eastern  standard  time,  June  2,  1924,  and,  as  originally 
enacted,  increased  the  rates  applicable  to  net  estates  in  excess  of 
$100,000,  as  compared  with  those  of  Title  IV  of  the  Revenue  Act  of 
1921.  It  contained  provisions  not  found  in  any  of  the  prior  Acts, 
among  which  was  a  provision  authorizing  a  credit  not  in  excess  of 
25  per  cent  of  the  tax  for  estate,  inheritance,  legacy,  or  succession 
taxes  paid  a  State,  Territory,  or  the  District  of  Columbia,  but  did 
not  include  all  of  the  exemptions  accorded  by  the  Revenue  Act  of 
1921. 

The  Revenue  Act  of  1926  (Title  III)  increased  the  specific  exemp- 
tion authorized  in  the  case  of  a  resident  decedent  from  $50,000  to 
$100,000,  reduced  the  rates  applicable  to  net  estates  in  excess  of 
$100,000,  and  amended  the  rates  imposed  by  Part  I,  Title  III,  of 
the  Revenue  Act  of  1924  by  substituting  for  such  rates  the  same 
rates  imposed  by  the  Revenue  Acts  of  1918  and  1921.  This  Act 
authorizes  a  credit  in  estates  of  decedents  dying  after  its  enactment 
for  estate,  inheritance,  legacy,  or  succession  taxes  paid  to  a  State, 


Territory,  or  the  District  of  Columbia  not  to  exceed  80  per  cent  of 
the  tax  imposed  by  the  Act. 

The  Revenue  Act  of  1928  (Part  I,  Title  II),  which  became  effec- 
tive at  8  a.  m.,  eastern  standard  time.  May  29,  1928,  did  not  repeal 
Title  III  of  the  Revenue  Act  of  1926,  but  made  certain  amendments 
to  that  title  and  amended  and  supplemented  the  general  administra- 
tive provisions  of  the  Revenue  Act  of  1926.  Public  Resolution  No. 
131,  Seventy-first  Congress,  approved  10.30  p.  m.,  eastern  standard 
time,  March  3,  1931,  amended  section  302(c)  of  the  Revenue  Act  of 
1926  relating  to  certain  transfers  made  during  the  decedent's  life. 

The  Revenue  Act  of  1932  imposes  a  tax  upon  the  net  estates  of 
decedents  dying  after  the  effective  date  thereof,  in  addition  to  the 
tax  imposed  by  the  Revenue  Act  of  1926,  to  be  assessed,  collected, 
and  paid  in  the  same  manner  and  subject  to  the  same  provisions  of 
law  as  the  tax  imposed  by  the  Revenue  Act  of  1926.  As  originally 
enacted  it  authorized  a  specific  exemption  of  $50,000  for  the  estate 
of  a  resident.  This  Act  also,  by  Title  VI,  amended  and  supple- 
mented the  provisions  of  the  Revenue  Act  of  1926. 

The  Revenue  Act  of  1934  amended  the  Revenue  Act  of  1932  by 
increasing  the  rates  for  the  computation  of  the  additional  tax  with 
respect  to  the  estates  of  decedents  dying  on  or  after  May  11,  1934, 
and  also  by  Title  II  and  Title  III  amended  and  supplemented  cer- 
tain provisions  of  the  Revenue  Act  of  1926  and  the  Revenue  Act  of 
1932,  effective  11.40  a.  m.,  eastern  standard  time.  May  10,  1934.  This 
Act  placed  the  estates  of  nonresident  citizens  of  the  United  States 
in  the  same  category  with  estates  of  residents  by  making  the  specific 
exemptions  applicable  and  by  including  for  tax  personal  property 
situated  outside  the  United  States.  The  Revenue  Act  of  1935,  en- 
acted 6  p.  m.,  eastern  standard  time,  August  30,  1935,  increased  the 
rates  for  the  computation  of  the  additional  tax  imposed  by  the  Reve- 
nue Act  of  1932,  as  previously  amended,  reduced  the  specific  exemp- 
tion provided  by  the  Revenue  Act  of  1932  from  $50,000  to  $40,000, 
and  authorized  an  option  whereby  the  executor  may  elect  to  have 
the  property  in  the  gross  estate  valued  as  of  a  date  or  dates  subse- 
quent to  the  date  of  the  decedent's  death.  It  also  changed  the  due 
date  of  the  tax  from  1  year  after  the  decedent's  death  to  15  months 
after  such  date.  These  amendments  became  effective  with  respect 
to  the  estates  of  decedents  dying  on  or  after  August  31,  1935.  The 
Revenue  Act  of  1936,  enacted  9  p.  m.,  eastern  standard  time,  June  22, 
1936,  amended  section  302(d)  of  the  Revenue  Act  of  1926,  as 
amended,  relative  to  certain  transfers  made  during  the  decedent's  life 
and  made  certain  other  amendments  of  the  administrative  provisions. 
Art.  2.  Transfers  and  interests  reached. — In  addition  to  property 
passing  under  a  will  or  the  intestate  laws,  the  gross  estate  for  the 
purpose  of  the  estate  tax  includes,  as  more  specifically  explained 
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hereafter  in  these  regulations,  certain  transfers  made  during  the 
decedent's  life  without  an  adequate  and  full  consideration  in  money 
or  money's  worth,  joint  estates  with  right  of  survivorship,  tenancies 
by  the  entirety,  life  insurance  even  though  payable  to  beneficiaries 
other  than  the  estate,  property  over  which  the  decedent  exercised  a 
general  power  of  appointment,  and  dower  or  curtesy  of  the  surviving 
spouse,  or  statutory  estate  in  lieu  thereof. 

Art.  3.  Neither  a  property  nor  an  inheritance  tax. — The  Federal  estate 
tax  is  imposed  upon  the  transfer  of  the  net  estate,  determined  in 
the  manner  prescribed  by  the  applicable  law.  (See  article  1.)  The 
tax  is  not  laid  upon  the  property  but  upon  the  transfer  of  the 
entire  net  estate  and  not  any  particular  legacy,  devise,  or  distributive 
share.  The  relationship  of  the  beneficiary  to  the  decedent  has  no 
bearing  upon  the  question  of  liability  or  the  extent  thereof.  The 
transfer  of  property  is  taxable  although  it  escheats  to  the  State  for 
lack  of  heirs. 

ESTATES  SUBJECT  TO  TAX 

Art.  4.  Description  of  taxable  estates. — The  tax  is  imposed  upon  the 
transfer  of  the  net  estate.  The  term  "net  estate"  has  a  distinct 
meaning  in  the  statute,  signifying  the  difference  between  the  total 
value  of  the  gross  estate  and  the  total  of  the  authorized  deductions. 
One  of  the  deductions  authorized  in  the  case  of  the  estate  of  a  resi- 
dent of  the  United  States  is  a  specific  exemption.  A  specific  ex- 
emption is  also  an  authorized  deduction  in  the  case  of  the  estate  of 
a  citizen  of  the  United  States  regardless  of  residence,  if  the  decedent 
died  after  11.40  a.  m.,  eastern  standard  time.  May  10,  1934.  For 
detailed  information  regarding  the  specific  exemption,  see  article  48. 

There  is  no  basis  for  tax  if  the  value  of  the  gross  estate  does 
not  exceed  the  total  amount  of  the  authorized  deductions.  Whether 
taxable  or  not,  a  return  must  be  filed  in  every  case,  except  in  the 
case  the  value  of  the  gross  estate  at  the  date  of  death  does  not  exceed 
the  amount  of  the  specific  exemption  allowable.  For  detailed  infor- 
mation regarding  returns,  see  articles  63,  64,  65,  and  70. 

Art.  5.  Definition  of  "  citizen,"  "  resident,"  and  "  nonresident." — The 
statute  provides  (paragraph  (5)  of  section  2(a))  that  the  term 
"United  States,"  when  used  in  a  geographical  sense,  includes  only 
the  States,  the  Territories  of  Alaska  and  Hawaii,  and  the  District  of 
Columbia. 

A  resident  is  one  who,  at  the  time  of  his  death,  had  his  domicile  in 
the  United  States;  or  one  who  was  a  citizen  of  the  United  States 
at  the  time  of  death  and  with  respect  to  whose  property  any  probate 
or  administration  proceedings  are  had  in  the  United  States  Court  for 
China.  (See  section  321(a).)  A  missionary  who,  at  the  time  of 
death,  was  serving  as  such  under  a  foreign  missionary  board  of  any 
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religious  denomination  in  the  United  States,  will  be  presumed  to  have 
died  a  resident  of  the  United  States,  if  domiciled  therein  at  the  time 
of  his  or  her  commission  and  departure  for  such  service,  and  not  a 
nonresident  merely  by  reason  of  his  or  her  intention  to  remain 
permanently  in  such  service.  (See  section  303(f).)  All  persons  not 
residents  of  the  United  States  as  above  defined,  or  to  whom  the 
presumption  just  stated  does  not  apply,  are  nonresidents. 

A  citizen  of  the  United  States  is  a  nonresident  if  his  domicile  is  in 
Puerto  Eico,  the  Philippine  Islands,  or  other  foreign  country,  whereas 
a  subject  or  a  citizen  of  a  foreign  country  is  a  resident  if  his  domicile 
is  in  the  United  States.  A  person  acquires  a  domicile  in  a  place  by 
living  there,  for  even  a  brief  period  of  time,  with  no  definite  pres- 
ent intention  of  later  removing  therefrom.  Residence  without  the 
requisite  intention  to  remain  indefinitely  will  not  suffice  to  consti- 
tute domicile,  nor  will  intention  to  change  domicile  effect  such  a 
change  unless  accompanied  by  actual  removal. 

Every  person  born  or  naturalized  in  the  United  States  (including 
citizens  and  residents  of  possessions  of  the  United  States  who  have 
been  made  citizens  of  the  United  States  by  treaty  or  Act  of  Con- 
gress) who  owes  his  allegiance  to  or  is  entitled  to  the  protection 
of  the  United  States  is  a  citizen  thereof.  When  any  naturalized 
citizen  has  left  the  United  States  and  resided  for  two  years  or  more 
in  the  foreign  country  from  which  he  came,  or  five  years  or  more 
in  any  other  foreign  country,  it  is  presumed  that  he  has  ceased  to 
be  a  citizen  of  the  United  States.  This  presumption  does  not  apply, 
however,  to  residents  abroad  when  the  United  States  was  at  war, 
nor  does  it  apply  in  the  case  of  individuals  born  in  the  United 
States.  However,  even  though  an  individual  born  in  the  United 
States  of  either  citizen  or  alien  parents  resided  in  a  foreign  country 
for  a  number  of  years,  he  would  still  be  a  citizen  of  the  United 
States  unless  he  had  become  naturalized  in  or  taken  an  oath  of 
allegiance  to  the  foreign  country  of  residence  or  some  other  foreign 
state.  A  person  who  has  filed  his  declaration  of  intention  of  becom- 
ing a  citizen  of  the  United  States,  but  who  has  not  yet  received  his 
final  citizenship  papers,  is  an  alien. 

Subsequent  to  the  enactment  of  the  amendments  to  the  Revenue 
Act  of  1926,  made  by  the  Revenue  Act  of  1934,  different  provisions 
control  the  determination  of  the  tax  liability  of  the  estates  of  citizens 
or  residents  of  the  United  States  and  the  estates  of  nonresidents  not 
citizens  of  the  United  States.  Prior  to  the  enactment  of  the  amend- 
ments contained  in  the  Revenue  Act  of  1934  the  tax  liability  was 
determined  on  the  basis  of  the  decedent's  residence  witliin  or  without 
the  United  States,  regardless  of  citizenship,  except  as  to  estates 
administered  in  the  United  States  Court  for  China  as  in  this  article 
indicated. 


i 


12 

DETERMINATION  OF  TAX  LIABILITY 

Art.  6.  Manner  of  determining  liability. — The  first  step  in  the  deter- 
mination of  tax  liability  is  to  ascertain  the  total  value  of  the  dece- 
dent's gross  estate.  (See  articles  10  to  28,  inclusive;  also  article  49.) 
The  second  step  is  to  subtract  from  the  value  of  the  gross  estate 
the  total  amount  of  the  deductions  authorized  in  order  to  arrive  at 
the  value  of  the  net  estate.  (See  articles  29  to  48,  inclusive,  and 
articles  50  to  55,  inclusive.)  The  third  step  is  the  computation  of 
the  tax  and  any  allowable  credits.     (See  articles  7,  8,  and  9.) 

If  the  specific  exemption  is  applicable  and  the  decedent  died  after 
the  enactment  of  the  Ke venue  Act  of  1932,  the  net  estate  must  be 
determined,  for  the  computation  of  the  tax  imposed  by  the  Kevenue 
Act  of  1926,  on  the  basis  of  a  specific  exemption  of  $100,000,  and 
the  net  estate  must  also  be  determined,  for  the  computation  of  the 
additional  tax  imposed  by  the  Kevenue  Act  of  1932,  or  by  the  Keve- 
nue Act  of  1932  as  amended,  on  the  basis  of  a  specific  exemption  of 
$50,000  if  the  decedent  died  prior  to  August  31,  1935,  or  on  a  basis 
of  a  specific  exemption  of  $40,000  if  the  decedent  died  on  or  after 
August  31,  1935. 

Art.  7.  Rates  of  tax. — The  Revenue  Act  of  1916,  the  amend- 
ment thereto  of  March  3,  1917,  the  Revenue  Act  of  1917,  the  Rev- 
enue Act  of  1918,  and  the  Revenue  Act  of  1924,  as  originally  en- 
acted, each  imposed  different  rates  of  tax.  The  rates  imposed  by 
the  Revenue  Act  of  1921  are  the  same  as  those  prescribed  in  the 
Revenue  Act  of  1918.  The  rates  imposed  by  the  Revenue  Act  of 
1924,  as  originally  enacted,  were  different  from  those  prescribed 
in  any  of  the  prior  Acts,  but  section  322(a)  of  the  Revenue  Act  of 
1926  amended  section  301(a)  of  the  Revenue  Act  of  1924,  effective 
as  of  June  2,  1924,  so  as  to  impose  the  same  rates  prescribed  by  the 
Revenue  Acts  of  1918  and  1921.  The  rates  imposed  by  the  Revenue 
Act  of  1926  are  different  from  those  prescribed  in  any  of  the  prior 
Acts  and  are  applicable  to  the  estates  of  decedents  dying  after  10.25 
a.  m.,  eastern  standard  time,  February  26,  1926,  no  change  in  its 
rates  being  made  by  any  of  the  later  Acts.  An  additional  tax  is 
imposed  by  the  Revenue  Act  of  1932  which  is  the  excess  of  the 
amount  computed  at  the  rates  set  forth  in  the  Revenue  Act  of  1932 
over  the  tax  imposed  by  the  Revenue  Act  of  1926.  The  rates  set 
forth  in  the  Revenue  Act  of  1932  are  applicable  to  estates  of  dece- 
dents dying  after  5  p.  m.,  eastern  standard  time,  June  6,  1932,  and 
before  May  11,  1934.  The  rates  prescribed  by  the  Revenue  Act  of 
1934  for  the  computation  of  the  additional  tax  are  applicable  to 
estates  of  decedents  dying  on  or  after  May  11,  1934,  and  before 
August  31,  1935.  The  rates  prescribed  by  the  Revenue  Act  of  1935 
for  the  computation  of  the  additional  tax  are  applicable  to  estates 


13 

of  decedents  dying  on  or  after  August  31,  1935.  See  "Table  I" 
and  "Table  II,"  contained  in  the  following  article,  for  the  various 
rates,  and  such  article  for  an  explanation  of  the  use  of  the  tables. 

Art.  8.  Computation  of  tax. — The  tax  imposed  by  the  Revenue  Act 
of  1926  and  earlier  Acts  is  computed  on  the  value  of  the  net  estate 
at  progressively  graduated  rates.  The  additional  tax  imposed  by 
the  Revenue  Act  of  1932,  or  by  the  Revenue  Act  of  1932  as  amended, 
is  obtained  by  subtracting  the  tax  imposed  by  the  Revenue  Act  of 
1926  from  an  amount  computed  on  the  value  of  the  appropriate  net 
estate  at  the  rates  set  forth  either  in  the  Revenue  Act  of  1932,  or  in 
that  Act  as  amended  by  the  Revenue  Act  of  1934  or  1935,  as  the 
case  may  require.  The  remainder  resulting  from  such  subtraction 
is  the  additional  tax  imposed.  In  certain  cases  arising  after  the  en- 
actment of  the  Revenue  Act  of  1924,  the  tax  is  reduced  by  author- 
ized credits.  (See  article  9.)  If  credits  are  authorized,  the  tax 
computed  at  the  rates  prescribed  by  the  Revenue  Act  of  1924,  as 
amended,  and  the  Revenue  Act  of  1926  and  the  additional  tax  com- 
puted under  the  provisions  of  the  Revenue  Act  of  1932  or  the 
Revenue  Act  of  1932  as  amended,  is  the  gross  tax  or  the  tax  before 
reduction  by  credits.  The  difference  between  the  gross  tax  and 
the  credits  is  the  net  tax. 

Table  I  shows  the  rates  in  effect  under  the  Revenue  Acts  of  1935, 
1934,  1932,  and  1926.  Table  II  shows  the  rates  in  effect  prior  to 
the  enactment  of  the  Revenue  Act  of  1926.  Column  (1)  of  Table  I 
sets  forth  the  total  taxes  imposed  by  the  Revenue  Act  of  1926  and 
the  Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935 
(that  is,  the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of 
1926  and  the  additional  tax  imposed  by  section  401  of  the  Revenue 
Act  of  1932,  as  amended  by  section  201  of  the  Kevenue  Act  of  1935) 
upon  specified  amounts,  and  the  rates  whereby  such  total  taxes  may 
be  computed  upon  any  excess  over  the  amounts  specified.  Column 
(2)  of  Table  I  sets  forth  the  total  taxes  imposed  by  the  Revenue  Act 
of  1926  and  the  Revenue  Act  of  1932,  as  amended  by  section  405  of 
the  Revenue  Act  of  1934,  upon  specified  amounts  and  the  rates  for 
the  total  taxes  upon  the  excess  of  such  amounts.  Column  (3)  of 
Table  I  sets  forth  the  total  taxes  imposed  by  the  Revenue  Act  of 
1926  and  the  Revenue  Act  of  1932,  prior  to  the  enactment  of  the  Rev- 
enue Act  of  1934,  upon  specified  amounts  and  the  rates  for  the  total 
taxes  upon  the  excess  of  such  amounts.  Column  (4)  of  Table  I  sets 
forth  the  tax  imposed  by  the  Revenue  Act  of  1926  upon  specified 
amounts  and  the  rates  for  the  tax  upon  the  excess  of  such  amounts. 
Columns  (1)  to  (4),  inclusive,  of  Table  II  set  forth  the  tax  on  speci- 
fied amounts  and  the  rates  for  the  tax  upon  the  excess  of  such 
amounts,  in  effect  for  the  periods  shown  in  the  headings.  Column 
(A)  of  each  table  sets  forth  the  specified  amounts  upon  which  the 
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tax  is  shown  in  the  first  subcolumn  of  each  of  the  numbered  columns. 
Column  (B)  of  each  table  indicates  the  respective  maximum  limits 
to  which  the  rates  shown  in  the  second  subcolumn  of  each  of  the 
numbered  columns  are  applicable. 

The  computation  under  each  column  must  be  based  on  the  ap- 
plicable net  estate.  The  amount  of  the  net  estate  computed  for 
the  purpose  of  the  additional  tax  in  accordance  with  the  specific 
exemption  authorized  by  the  Kevenue  Act  of  1932,  or  by  that  Act 
as  amended,  differs  from  the  amount  of  the  net  estate  computed  for 
the  purpose  of  the  tax  imposed  by  the  Revenue  Act  of  1926  in  ac- 
cordance with  the  larger  specific  exemption  authorized  by  such  Act. 
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An  illustration  of  the  tables'  use  is  as  follows :  The  net  estate  for 
the  tax  imposed  by  the  Kevenue  Act  of  1926  amounts  to  $1,240,000. 
By  reference  to  Table  I  it  will  be  seen  that  the  specified  amount  in 
column  (A)  nearest  to  the  value  of  the  decedent's  net  estate  but  less 
than  such  value  is  $1,000,000.  The  tax  upon  this  amount  as  indicated 
in  column  (4)  opposite  $1,000,000  in  column  (A)  is  $48,500.  Upon 
the  remainder  of  the  net  estate,  $240,000,  the  tax  is  computed  at  the 
rate  of  8  per  cent  set  out  in  the  second  subcolumn  of  column  (4) 
opposite  $1,000,000  in  column  (A).  The  tax  on  this  remainder  is, 
consequently,  $19,200.     The  following  result  is  thus  obtained : 

Tax  on $1,  000,  000=$4S,  500 

Tax  on 240, 000=  19,  200 

Total 1, 240,  000      67,  700 

Example  (1)  (estate  subject  to  the  tax  imposed  by  the  Revenue  Act 
of  1926  and  also  to  the  additional  tax  imposed  by  the  Revenue  Act  of 
1932,  as  amended  by  the  Revenue  Act  of  1935,  and  involving  credit 
for  State  inheritance  tax)  :  A  resident  decedent  died  August  15,  1936, 
leaving  a  net  estate  of  the  value  of  $210,000  after  deducting  the  spe- 
cific exemption  of  $100,000  allowed  by  the  Revenue  Act  of  1926. 
The  tax  shown  in  the  first  subcolumn  of  column  (4)  of  Table  I  on 
a  net  estate  equaling  $200,000  is  $4,500.  As  $210,000  exceeds  $200,000 
and  falls  below  $400,000,  the  tax  on  the  excess  of  $10,000  is  computed 
at  the  rate  of  4  per  cent,  the  rate  shown  in  the  second  subcolumn  of 
column  (4).  The  $400  tax  on  such  excess  added  to  $4,500  gives 
$4,900,  the  gross  tax  computed  under  the  Revenue  Act  of  1926. 
(Credit  for  gift  tax  is  not  involved  in  this  example.)  It  will  be 
assumed  that  the  maximum  amount  of  credit,  $3,920,  or  80  per  cent 
of  $4,900,  is  allowed  for  State  inheritance  tax.  The  net  tax  imposed 
by  the  Revenue  Act  of  1926  is  the  difference  between  $4,900  and 
$3,920,  or  $980.  For  the  purpose  of  the  additional  tax  imposed  by 
the  Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935, 
the  decedent's  net  estate  after  deducting  the  specific  exemption  of 
$40,000  is  $270,000.  The  total  gross  taxes  imposed  by  the  Revenue 
Act  of  1926  and  the  Revenue  Act  of  1932,  as  amended  by  the  Revenue 
Act  of  1935,  shown  in  the  first  subcolumn  of  column  (1)  on  a  net 
estate  equaling  $200,000  is  $26,600.  As  $270,000  exceeds  $200,000  and 
falls  below  $400,000,  the  tax  on  the  excess  of  $70,000  is  computed  at 
20  per  cent,  the  rate  shown  in  the  second  subcolumn  of  column  (1). 
The  tax  on  such  excess  is,  consequently,  $14,000.  The  $14,000  added 
to  the  $26,600  gives  $40,600,  the  tax  computed  upon  the  net  estate 
of  $270,000  at  the  rates  set  forth  in  the  Revenue  Act  of  1935.  The 
difference  between  the  total  gross  taxes  imposed  by  the  Revenue  Act 
of  1926  and  the  Revenue  Act  of  1932,  as  amended  by  the  Revenue 
Act  of  1935,  $40,600,  and  the  gross  tax,  $4,900,  imposed  by  the  Rev- 
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enue  Act  of  1926,  is  $35,700,  the  gross  additional  tax  imposed  by  the 
Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935.  As 
in  this  example  no  credit  for  gift  tax  is  involved,  the  amount  of  the 
gross  additional  tax  is  the  same  as  the  net  additional  tax.  The  net 
tax  imposed  by  the  Revenue  Act  of  1926,  $980,  added  to  the  net 
additional  tax  imposed  by  the  Revenue  Act  of  1932,  as  amended  by 
the  Revenue  Act  of  1935,  $35,700,  results  in  a  total  net  tax  of  $36,680. 
A  tabulation  of  this  example  is  as  follows : 

Gross  tax  imposed  by  1926  Act $4,900 

Credit  for  gift  tax  imposed  by  1924  and/or  1932  Act '     0 

Gross  tax,  less  credit  for  gift  tax 4,900 

Credit  for  estate,  inheritance,  legacy,  or  succession  tax 3,  920 

Net  tax  imposed  by  1926  Act ^qso 

Total  gross  taxes  imposed  by  1926  Act  and  1932  Act,  as  amended-  40,  600 
Gross  tax  imposed  by  1926  Act 4,900 

Gross  additional  tax  imposed  by  1932  Act,  as  amended 35,  700 

Credit  for  gift  tax  imposed  by  1932  Act o 

Net  additional  tax  imposed  by  1934  Act 35,700 

Total  net  tax 36^  6gO 

Example  {2)  (estate  subject  only  to  the  additional  tax  imposed  by 
the  Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935) : 
The  gross  estate  of  a  resident  decedent  who  died  September  1,  1936, 
amounts  to  $85,000.  Deductions  for  administration  expenses  and 
claims  against  the  estate  are  allowed  in  the  amount  of  $10,000,  leav- 
ing $75,000  before  the  deduction  of  the  specific  exemption  authorized 
by  the  Revenue  Act  of  1926.  As  that  exemption  is  $100,000,  it  is 
apparent  that  the  estate  is  not  subject  to  the  estate  tax  imposed  by 
such  Act.  However,  as  the  specific  exemption  authorized  by  the 
Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935,  is 
only  $40,000,  the  estate  is  subject  to  the  additional  estate  tax  imposed 
by  the  latter  Act.  For  the  purpose  of  such  additional  estate  tax  the 
net  estate  amounts  to  $35,000.  The  tax  shown  in  the  first  subcolumn 
of  column  (1)  of  Table  I  on  a  net  estate  equaling  $30,000  is  $1,200. 
As  $35,000  exceeds  $30,000  and  falls  below  $40,000,  the  tax  on  the 
excess  of  $5,000  is  computed  at  8  per  cent,  the  rate  shown  in  the 
second  subcolumn  of  column  (1).  The  tax  on  such  excess  is,  conse- 
quently, $400.  The  $400  added  to  the  $1,200  gives  $1,600,  the  tax 
computed  upon  the  net  estate  of  $35,000  at  the  rates  prescribed  by 
the  Revenue  Act  of  1935.  Inasmuch  as,  in  this  example,  the  estate 
is  not  subject  to  the  tax  imposed  by  the  Revenue  Act  of  1926,  $1,600 
is  the  gross  additional  tax  imposed  by  the  Revenue  Act  of  1932,  as 
amended  by  the  Revenue  Act  of  1935.    As  credit  for  gift  tax  is  not 
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involved  in  this  example,  the  gross  additional  tax  is  the  same  as  the 
net  additional  tax.  It  will  be  noted  that  credit  for  State  or  Terri- 
torial estate,  inheritance,  legacy,  or  succession  taxes  is  not  allowable 
against  the  additional  tax  imposed  by  the  Revenue  Act  of  1932,  or 
by  that  Act  as  amended. 

Example  {3)  (estate  subject  to  the  tax  imposed  by  the  Revenue 
Act  of  1926  and  to  the  additional  tax  imposed  by  the  Revenue  Act  of 
1932,  as  amended  by  the  Revenue  Act  of  1935,  and  involving  credits 
for  gift  tax  and  for  State  inheritance  taxes)  :  The  value  of  the  gross 
estate  of  a  resident  decedent  who  died  September  15,  1936,  is  $400,000 
and  the  value  of  the  net  estate  for  the  purpose  of  the  tax  imposed  by 
the  Revenue  Act  of  1926  is  $225,000.  The  gross  tax  imposed  by  the 
Revenue  Act  of  1926  is  $5,500.  (See  illustration  for  use  of  table  in 
computing  the  tax.)  On  December  1,  1934,  the  decedent,  in  contem- 
plation of  death,  transferred  certain  real  property  to  his  daughter 
as  a  gift.  The  value  of  the  real  property  as  of  the  date  of  the  gift, 
and  as  of  the  time  of  death,  was  $155,000.  As  a  result  of  this  gift, 
a  gift  tax  was  paid  in  the  amount  of  $3,625,  on  a  net  gift  of  $100,000 
after  exclusion  of  $5,000  and  deduction  of  $50,000  specific  exemption. 
(See  Gift  Tax  Act  of  1932.)  As  the  value  of  the  transferred  real 
property  is  included  in  the  decedent's  gross  estate,  a  credit  for  gift 
tax  is  allowed  against  the  gross  tax  imposed  by  the  Revenue  Act  of 
1926  in  such  amount  as  does  not  exceed  an  amount  which  bears  the 
same  ratio  to  the  gross  tax,  $5,500,  as  the  value  at  which  the  taxable 
gift  ($155,000  less  the  gift  tax  exclusion  of  $5,000)  is  included  in 
the  gross  estate  bears  to  the  value  of  the  entire  gross  estate.  (See 
article  9(a).)  This  ratio,  which  is  ascertained  by  dividing  $150,000 
by  $400,000,  is  0.375.  The  credit  for  gift  tax  is,  therefore,  allowed 
in  the  amount  which  results  from  multiplying  $5,500  by  0.375,  or 
$2,062.50.  The  gross  tax,  $5,500,  less  the  credit  for  gift  tax,  is 
$3,437.50.  It  will  be  assumed  that  State  inheritance  taxes  paid  equal 
or  exceed  the  maximum  amount  of  the  credit  allowable  therefor  (80 
per  cent  of  the  difference  between  the  gross  tax  and  the  gift  tax 
credit).  Accordingly,  $2,750  is  allowed  as  the  credit  for  State  in- 
heritance taxes.  The  difference  between  $3,437.50  and  $2,750  is 
$687.50,  which  is  the  net  tax  imposed  by  the  Revenue  Act  of  1926. 

The  net  estate  for  the  purpose  of  the  additional  tax  imposed  by  the 
Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935,  is 
$285,000.  The  total  gross  taxes  imposed  by  the  Revenue  Act  of  1926 
and  the  Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of  1935, 
computed  in  accordance  with  the  table  is  $43,600.  The  difference 
between  such  total  gross  taxes  and  $5,500,  the  gross  tax  computed 
under  the  Revenue  Act  of  1926,  is  $38,100,  the  gross  additional  tax 
imposed  by  the  Revenue  Act  of  1932,  as  amended  by  the  Revenue 
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Act  of  1935.  The  credit  for  gift  tax  against  such  gross  additional 
tax  (1)  can  not  exceed  an  amount  which  bears  the  same  ratio  to  the 
gross  additional  tax  as  the  value  at  which  the  taxable  gift  is  in- 
cluded in  the  gross  estate  bears  to  the  value  of  the  entire  gross  estate 
($38,100,  the  gross  tax,  multiplied  by  0.375,  the  factor,  equals 
$14,287.50),  and  (2)  can  not  exceed  the  difference  between  the  total 
amount  of  the  gift  tax  and  the  credit  for  gift  tax  allowed  against 
the  gross  tax  computed  under  the  Revenue  Act  of  1926.  The  credit 
here  allowed  is  $3,625  less  $2,062.50,  or  $1,562.50.  A  tabulation  of 
this  example  is  as  follows : 

Gross  tax  imposed  by  1926  Act $5,  500.  00 

Credit  for  gift  tax  imposed  by  1932  Act 2, 062.  50 

Gross  tax  less  credit  for  gift  tax 3,437.50 

Credit  for  estate,  inheritance,  legacy,  or  succession  tax 2,  750. 00 

Net  tax  imposed  by  1926  Act $687.  50 

Total   gross   taxes   imposed   by   1926   and   1932   Acts,    as 

amended 43, 600.  00 

Gross  tax  imposed  by  1926  Act 5,  500. 00 

Gross  additional  tax 38, 100. 00 

Credit  for  gift  tax  imposed  by  1932  Act 1, 562.  50 

Net  additional  tax  imposed  by  1932  Act,  as  amended 36,  537. 50 

Total  net  tax 37, 225. 00 

CREDITS  AGAINST  ESTATE  TAX 

(Gift  Tax  Credit) 

Seo.  301.  (b)  (as  amended  by  section  801  of  the  Revenue  Act  of 
1932). 

(1)  If  a  tax  has  been  paid  under  Title  III  of  the  Revenue  Act  of 
1932  on  a  gift,  and  thereafter  upon  the  death  of  the  donor  any  amount 
in  respect  of  such  gift  is  required  to  be  included  in  the  value  of  the 
gross  estate  of  the  decedent  for  the  purposes  of  this  title,  then  there 
shall  be  credited  against  the  tax  imposed  by  subdivision  (a)  of  this 
section  the  tax  paid  under  such  Title  III  with  respect  to  so  much  of 
the  property  which  constituted  the  gift  as  is  included  in  the  gross 
estate,  except  that  the  amount  of  such  credit  shall  not  exceed  an 
amount  which  bears  the  same  ratio  to  the  tax  imposed  by  subdivision 
(a)  of  this  section  as  the  value  (at  the  time  of  the  gift  or  at  the 
time  of  the  death,  whichever  is  lower)  of  so  much  of  the  property 
which  constituted  the  gift  as  is  included  in  the  gross  estate,  bears 
to  the  value  of  the  entire  gross  estate. 

(2)  For  the  purposes  of  paragraph  (1),  the  amount  of  tax  paid 
for  any  year  under  Title  III  of  the  Revenue  Act  of  1932  with  respect 
to  any  property  shall  be  an  amount  which  bears  the  same  ratio  to 
the  total  tax  paid  for  such  year  as  the  value  of  such  property  bears 
to  the  total  amount  of  net  gifts  (computed  without  deduction  of  the 
specific  exemption)  for  such  year. 
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SEa  40e.  Revenue  Act  of  1932.      (Pertaining  to  additional  estate 
tax.)     *    *    * 

(b)  (1)  If  a  tax  has  been  paid  under  Title  III  of  this  Act  on  a  gift, 
and  thereafter  upon  the  death  of  the  donor  any  amount  in  respect 
of  such  gift  is  required  to  be  included  in  the  value  of  the  gross  estate 
of  the  decedent  for  the  purposes  of  this  title,  then  there  shall  be 
credited  against  the  tax  imposed  by  section  401  of  this  Act  the  amount 
of  the  tax  paid  under  such  Title  III  with  respect  to  so  much  of  the 
property  which  constituted  the  gift  as  is  included  in  the  gross  estate^ 
except  that  the  amount  of  such  credit  (A)  shall  not  exceed  an  amount 
which  bears  the  same  ratio  to  the  tax  imposed  by  section  401  of 
this  Act  as  the  value  (at  the  time  of  the  gift  or  at  the  time  of  the 
death,  whichever  is  lower)  of  so  much  of  the  property  which  con- 
stituted the  gift  as  is  included  in  the  gross  estate,  bears  to  the  value 
of  the  entire  gross  estate,  and  (B)  shall  not  exceed  the  amount  by 
which  the  gift  tax  paid  under  Title  III  of  this  Act  with  respect  to 
so  much  of  the  property  as  constituted  the  gift  as  is  included  in  the 
gross  estate,  exceeds  the  amount  of  the  credit  under  section  301(b) 
of  the  Revenue  Act  of  1926,  as  amended  by  this  Act. 

(2)  For  the  purposes  of  paragraph  (1),  the  amount  of  tax  paid 
for  any  year  under  Title  HI  of  this  Act  with  respect  to  any  property 
shall  be  an  amount  which  bears  the  same  ratio  to  the  total  tax  paid 
for  such  year  as  the  value  of  such  property  bears  to  the  total  amount 
of  net  gifts  (computed  without  deduction  of  the  specific  exemption) 
for  such  year. 

Sec.  404.  Revenue  Act  of  1928. 

Section  322  of  the  Revenue  Act  of  1924  (relating  to  the  credit  of 
gift  tax  against  estate  tax  where  the  amount  of  the  gift  is  required 
to  be  included  in  the  gross  estate  of  the  decedent)  is  revived  as  of 
January  1,  1926  (the  effective  date  of  its  repeal  by  the  Revenue  Act 
of  1926).  Such  section  shall  also  be  applied  in  the  case  of  the  estate 
tax  imposed  by  Title  III  of  the  Revenue  Act  of  1926,  in  the  same  man- 
ner and  to  the  same  extent  as  in  the  case  of  the  estate  tax  imposed 
by  Title  III  of  the  Revenue  Act  of  1924. 

Sec.  322.  Revenue  Act  of  1924. 

In  case  a  tax  has  been  imposed  under  section  319  upon  any  gift, 
and  thereafter  upon  the  death  of  the  donor  the  amount  thereof  is 
required  by  any  provision  of  Part  I  of  this  title  to  be  included  in  the 
gross  estate  of  the  decedent  then  there  shall  be  credited  against  and 
applied  in  reduction  of  the  estate  tax,  which  would  otherwise  be 
chargeable  against  the  estate  of  the  decedent  under  the  provisions 
of  section  301,  an  amount  equal  to  the  tax  paid  with  respect  to  such 
gift ;  and  in  the  event  the  donor  has  in  any  year  paid  the  tax  imposed 
by  section  319  with  respect  to  a  gift  or  gifts  which  upon  the  death 
of  the  donor  must  be  included  in  his  gross  estate  and  a  gift  or  gifts 
not  required  to  be  so  included,  then  the  amount  of  the  tax  which  shall 
be  deemed  to  have  been  paid  with  respect  to  the  gift  or  gifts  required 
to  be  so  included  shall  be  that  proportion  of  the  entire  tax  paid  on 
account  of  all  such  gifts  which  the  amount  of  the  gift  or  gifts  required 
to  be  so  included  bears  to  the  total  amount  of  gifts  in  that  year. 

(Inheritance  Tax  Credit) 

SEa  301.  (c)  (as  amended  by  section  802(a)  of  the  Revenue  Act 
of  1932).    The  tax  imposed  by  subdivision   (a)   of  this  section  shall 
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be  credited  with  the  amount  of  any  estate,  inheritance,  legacy,  or  suc- 
cession taxes  actually  paid  to  any  State  or  Territory  or  the  District 
of  Columbia,  in  respect  of  any  property  included  in  the  gross  estate 
(not  including  any  such  taxes  paid  with  respect  to  the  estate  of  a 
person  other  than  the  decedent).  The  credit  allowed  by  this  sub- 
division shall  not  exceed  80  i)er  centum  of  the  tax  imposed  by  subdi- 
vision (a)  (after  deducting  from  such  tax  the  credits  provided  by 
subdivision  (b)),  and  shall  include  only  such  taxes  as  were  actually 
paid  and  credit  therefor  claimed  within  four  years  after  the  filing 
of  the  return  required  by  section  304,  except  that — 

(1)  If  a  petition  for  redetermination  of  a  deficiency  has  been 
filed  with  the  Board  of  Tax  Appeals  within  the  time  prescribed  in 
section  308,  then  within  such  four-year  period  or  before  the  ex- 
piration of  60  days  after  the  decision  of  the  Board  becomes  final. 

(2)  If,  under  subdivision  (b)  of  section  306  or  subdivision  (1) 
of  section  308,  an  extension  of  time  has  been  granted  for  pay- 
ment of  the  tax  shown  on  the  return,  or  of  a  deficiency,  then 
within  such  four-year  period  or  before  the  date  of  the  expira- 
tion of  the  period  of  the  extension. 

Refund  based  on  the  credit  may  (despite  the  provisions  of  section 
319)  be  made  if  claim  therefor  Is  filed  within  the  period  above  pro- 
vided. Any  such  refund  shall  be  made  without  interest,  except  that 
where  the  overpayment  was  made  prior  to  the  enactment  of  the 
Revenue  Act  of  1932,  then  interest  shall  be  allowed  and  paid  on  the 
amount  refunded  at  the  rate  of  6  per  centum  per  annum  from  the 
date  of  the  overpayment  to  the  date  of  such  enactment. 

Note. — Section  802(b)  of  the  Revenue  Act  of  1932  reads  as  follows: 

"(b)  If  any  return  required  by  section  304  of  the  Revenue  Act 
of  1926  was  filed  more  than  three  years  before  the  enactment  of 
this  Act  (except  in  cases  where  a  petition  for  redetermination  of  a 
deficiency  has  been  filed  with  the  Board  of  Tax  Appeals  within  the 
time  prescribed  in  section  308)  the  credit  for  estate,  inheritance, 
legacy,  or  succession  taxes  shall  be  determined  as  if  this  section 
had  not  been  enacted." 

Sec.  402.  Revenue  Act  of  1932.     (Pertaining  to  additional  estate  tax.) 
(a)  The  credit  provided  in  section  301(c)    of  the  Revenue  Act  of 

1926,   as  amended    (80  per  centum  credit),   shall  not  be  allowed  in 

respect  of  sucb  additional  tax. 

Art.  9.  (a)  Credit  for  gift  tax. — The  estate  is  entitled,  with  certain 
limitations,  to  credit  against  the  estate  tax  for  Federal  gift  tax  paid 
in  respect  of  property  included  in  the  gross  estate. 

(1)  Credit  against  estate  tax  imposed  hy  the  Revenue  Act  of 
1926. — In  accordance  with  the  provisions  of  section  301(b)  of 
the  Kevenue  Act  of  1926,  as  amended  by  section  801  of  the 
Revenue  Act  of  1932,  credit  for  gift  tax  paid  on  gifts  made  by 
the  decedent  under  the  Gift  Tax  Act  of  1932,  or  under  that  Act 
as  amended,  is  allowed  against  the  estate  tax  imposed  by  section 
301(a)  of  the  Revenue  Act  of  1926.  Such  credit  can  not  exceed 
an  amount  which  bears  the  same  ratio  to  the  gross  tax  computed 
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under  the  provisions  of  the  Revenue  Act  of  1926  as  the  value  of 
the  property  which  was  included  for  the  purpose  of  the  gift  tax 
and  also  included  in  the  gross  estate  bears  to  the  value  of  the 
entire  gross  estate.  In  computing  this  ratio,  the  value  of  such 
property  is  the  value  determined  for  the  purpose  of  the  gift  tax 
or  the  value  determined  for  the  purpose  of  the  estate  tax,  which- 
ever is  the  lower.  In  accordance  with  section  322  of  the  Revenue 
Act  of  1924,  as  revived  and  extended  by  section  404  of  the  Rev- 
enue Act  of  1928,  credit  for  the  entire  amount  of  gift  tax  paid 
under  the  Revenue  Act  of  1924  in  respect  of  property  included 
in  the  gross  estate  is  allowed  against  the  estate  tax  imposed  by 
section  301(a)  of  the  Revenue  Act  of  1926. 

(2)  Credit  against  additional  estate  tax  imposed  hy  the  Rev- 
enue Act  of  1932^  or  hy  that  Act  as  amended. — In  accordance 
with  the  provisions  of  section  402  of  the  Revenue  Act  of  1932 
credit  for  gift  tax  paid  on  gifts  made  by  the  decedent  under  the 
Gift  Tax  Act  of  1932,  or  under  that  Act  as  amended,  is  allowed 
against  the  additional  estate  tax  imposed  by  section  401(a)  of 
the  Revenue  Act  of  1932,  or  by  that  Act  as  amended.     Such 
credit  can  not  exceed  an  amount  which  bears  the  same  ratio  to 
the  gross  additional  estate  tax  computed  under  the  provisions 
of  the  Revenue  Act  of  1932,  or  that  Act  as  amended,  as  the  value 
of  the  property  which  was  included  for  the  purpose  of  the  gift 
tax  and  also  included  in  the  gross  estate  bears  to  the  value  of 
the  entire  gross  estate.    In  computing  this  ratio,  the  value  of 
such  property  is  the  value  determined  for  the  purpose  of  the  gift 
tax  or  the  value  determined  for  the  purpose  of  the  estate  tax, 
whichever  is  the  lower.     Furthermore,  the  credit  can  not  exceed 
the  difference  between  the  total  amount  of  such  gift  tax  paid  and 
the  amount  of  the  credit  therefor  against  the  estate  tax  imposed 
by  the  Revenue  Act  of  1926.     No  credit  for  gift  tax  paid  under 
the  Revenue  Act  of  1924  is  allowed  against  the  additional  estate 
tax  imposed  by  section  401(a)  of  the  Revenue  Act  of  1932,  or 
that  Act  as  amended. 
Property  included  for  the  purpose  of  the  gift  tax  and  also  included 
m  the  gross  estate  does  not  embrace  any  portion  of  the  gift  excluded 
under  the  provisions  of  subsection  (b)  of  section  504  of  the  Gift  Tax 
Act  of  1932,  and  due  allowance  must  be  made  for  any  such  exclusions 
when  computing  the  credit  in  accordance  with  the  limitations  set 
forth  in  the  foregoing  paragraphs  (1)   and  (2).     For  example:  A 
donor,  in  contemplation  of  death,  transferred  property  then  valued 
at  $100,000  to  his  five  children,  and  paid  the  resulting  gift  tax.     The 
property  is  thereafter  included  in  his  gross  estate  for  the  purpose  of 
the  estate  tax  at  a  value  of  $80,000.    As  the  total  value  of  the  prop- 
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erty  at  the  time  of  the  gift  was  $100,000  and  the  amount  of  $25,000 
was  excluded  under  the  provisons  of  subsection  (b)  of  section  604  of 
the  Gift  Tax  Act  of  1932,  $75,000,  or  three-fourths  of  the  property, 
was  included  for  the  purpose  of  the  gift  tax.  As  the  total  value  of 
the  property  determined  for  the  purpose  of  the  estate  tax  is  $80,000, 
the  value  of  three-fourths  thereof  is  $60,000.  Since  $60,000  is  the 
lower  of  the  two  values  ($75,000  and  $60,000),  this  amount  is  used 
in  computing  the  ratio. 

If  only  a  part  of  the  property,  included  for  the  purpose  of  a  gift 
tax  imposed  upon  transfers  made  during  a  certain  calendar  year,  is 
also  included  in  the  decedent's  gross  estate  for  the  purpose  of  the 
estate  tax,  the  gift  tax  paid  in  respect  of  such  a  part  of  the  property 
is  an  amount  which  bears  the  same  ratio  to  the  total  gift  tax  paid  for 
such  calendar  year  as  the  value  of  such  part  of  the  property  bears  to 
the  total  amount  of  the  net  gifts  (computed  without  deduction  of  the 
specific  exemption)  for  such  year.  For  the  purpose  of  computing 
this  proportion  the  values  finally  determined  for  the  purpose  of  the 
gift  tax  control,  irrespective  of  the  values  determined  for  the  purpose 
of  the  estate  tax. 

If  all  of  the  property,  included  for  the  purpose  of  a  gift  tax  im- 
posed upon  transfers  made  during  a  certain  calendar  year,  is  in- 
cluded in  the  decedent's  gross  estate  for  the  purpose  of  the  estate  tax, 
the  gift  tax  paid  in  respect  of  the  property  included  in  the  gross 
estate  is  the  amount  of  the  gift  tax  paid  for  that  calendar  year. 

Exam  fie:  On  July  15,  1932,  a  resident  donor  gave  his  son  a  yacht 
valued  at  $50,000  as  a  wedding  present.  On  August  15,  1932,  the 
decedent  donated  $50,000  in  cash  to  a  charitable  organization.  On 
December  1,  1932,  he  transferred  to  his  wife  real  property  valued 
at  $100,000  in  contemplation  of  death.  The  total  amount  of  gifts 
for  the  year  1932  for  the  purpose  of  the  gift,  tax  is  $185,000,  $5,000 
for  each  of  the  three  donees  being  excluded  from  the  total  gifts  under 
the  provisions  of  the  Gift  Tax  Act  of  1932.  After  deducting  $50,000 
specific  exemption  and  $45,000  for  the  gift  to  the  charitable  organiza- 
tion, the  net  gifts  amount  to  $90,000.  The  gift  tax  on  the  net  gifts, 
$3,125,  was  paid.  The  donor  died  on  December  10,  1936,  and  the 
value  of  the  real  property  transferred  in  contemplation  of  death 
is  included  in  his  gross  estate  for  the  purpose  of  the  estate  tax. 
The  gift  tax  paid  in  respect  of  the  property  included  in  the  gross 
estate  is  an  amount  which  bears  the  same  ratio  to  $3,125  as  $95,000 
bears  to  $140,000,  or  $2,120.54.  Note  that  $95,000  is  the  portion  of 
the  real  property  subject  to  gift  tax  ($100,000  less  the  excluded 
$5,000)  and  that  $140,000  is  the  amount  of  the  net  gifts  computed 
without  deduction  of  the  specific  exemption,  $50,000. 


The  credit  is  allowable  even  though  the  gift  tax  was  paid  by  the 
executor  after  the  decedent's  death  and  the  amount  of  the  gift  tax 
is  deductible  from  the  gross  estate  as  a  debt  of  the  decedent. 

For  a  further  illustration  of  the  computation  of  gift  tax  credit, 
see  the  last  example  in  article  8. 

(b)  Credit  for  estate,  inheritance,  legacy,  or  succession  taxes. — Under 
the  provisions  of  section  301(c)  of  the  Kevenue  Act  of  1926, 
as  amended,  the  estate  is  entitled,  under  certain  conditions,  to  a 
credit  against  the  Federal  estate  tax  imposed  by  section  301(a)  of 
the  Revenue  Act  of  1926  for  estate,  inheritance,  legacy,  or  succession 
taxes  actually  paid  with  respect  to  the  estate  of  the  decedent  to  any 
of  the  several  States,  Territories,  or  the  District  of  Columbia.  The 
credit  is  limited  to  80  per  cent  of  such  Federal  estate  tax,  after  deduc- 
tion of  the  credit  allowed,  if  any,  against  such  tax  for  Federal  gift 
taxes  paid.  No  credit  for  payment  of  estate,  inheritance,  legacy,  or 
succession  taxes  is  allowed  against  the  additional  tax  imposed  by 
the  Revenue  Act  of  1932,  or  by  that  Act  as  amended.  The  credit 
is  limited  to  the  amount  of  estate,  inheritance,  legacy,  or  succession 
taxes  paid  to  any  State,  Territory,  or  the  District  of  Columbia  in 
respect  to  property  included  in  the  gross  estate  of  the  decedent  for 
Federal  estate  tax  purposes. 

The  credit  is  also  limited  to  such  taxes  as  were  actually  paid  and 
credit  therefor  claimed  within  four  years  after  the  filing  of  the 
return,  except  as  otherwise  provided  in  this  paragraph.  If  a  peti- 
tion was  filed  with  the  Board  of  Tax  Appeals  for  the  redetermination 
of  a  deficiency  within  the  time  prescribed  by  section  308  (see  article 
76),  the  credit  is  limited  to  such  taxes  as  were  actually  paid  and 
credit  therefor  claimed  within  four  years  after  the  filing  of  the 
return  or  before  the  expiration  of  60  days  after  the  decision  of 
the  Board  becomes  final,  whichever  period  is  the  longer.  If  the 
return  was  filed  after,  or  less  than  three  years  before,  the  enactment 
of  the  Revenue  Act  of  1932  and  an  extension  of  time  was  granted 
for  payment  of  the  tax  shown  on  the  return  or  of  a  deficiency,  the 
credit  is  limited  to  such  taxes  as  were  actually  paid  and  credit 
therefor  claimed  within  four  years  after  the  filing  of  the  return  or 
before  the  date  of  the  expiration  of  the  extension,  whichever  period 
is  i\i^  longer.  If  the  return  was  filed  more  than  three  years  before 
the  enactment  of  the  Revenue  Act  of  1932,  except  in  cases  in  which 
a  petition  for  redetermination  of  a  deficiency  has  been  filed  with  the 
Board  of  Tax  Appeals  within  the  time  prescribed  by  section  308, 
the  credit  is  limited  to  such  taxes  as  were  actually  paid  and  credit 
therefor  claimed  within  three  years  after  the  filing  of  the  return. 
Should  the  executor,  in  accordance  with  the  provisions  of  section 
305(e),  as  added  by  section  811(a)   of  the  Revenue  Act  of  1932, 
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elect  to  postpone  the  payment  of  the  Federal  estate  tax  attributable 
to  a  reversionary  or  remainder  interest,  the  credit  allowable  against 
the  Federal  estate  tax  attributable  to  such  interest  is  limited  to 
estate,  inheritance,  legacy,  or  succession  taxes  attributable  to  such 
interest  as  are  actually  paid  to  any  State,  Territory,  or  the  District 
of  Columbia  and  credit  therefor  claimed  prior  to  the  expiration  of 
60  days  after  the  termination  of  the  precedent  interest.  (See 
article  82(b).) 

Refund  based  on  the  credit,  despite  the  provisions  of  section  319, 
will  be  made  if  claim  therefor  is  filed  within  the  period  provided  for 
filing  claim  for  credit.  Such  refunds  will  be  made  without  interest 
unless  the  overpayment  was  made  prior  to  the  enactment  of  the 
Revenue  Act  of  1932,  in  which  case  interest  upon  the  amount  re- 
funded is  allowable  on  the  amount  of  the  refund  at  the  rate  of  6 
per  cent  per  annum  from  the  date  of  the  overpayment  to  the  date 
of  the  enactment  of  the  Revenue  Act  of  1932. 

Before  the  Commissioner  allows  any  credit  for  any  estate,  inherit- 
ance, legacy,  or  succession  taxes,  there  must  be  submitted  to  him  the 
following : 

(1)  Certificate  of  the  proper  officer  of  the  taxing  State,  Territory, 
or  District  of  Columbia  showing:  (a)  the  total  amount  of  tax  im- 
posed (before  adding  interest  and  penalties  and  before  allowing  dis- 
count);  (h)  the  amount  of  discount  allowed;  (c)  the  amount  of 
penalties  and  interest  imposed  or  charged;  (d)  the  total  amount 
actually  paid  in  cash;  and  (e)  the  date  of  payment. 

(2)  A  certificate  of  the  above-mentioned  officer  showing  whether 
(a)  SL  claim  for  refund  of  such  taxes  or  any  part  thereof  is  pending 
and  (h)  whether  a  refund  of  such  taxes  or  any  part  thereof  has  been 
authorized.  If  any  refund  has  been  made,  the  date,  the  amount 
thereof,  and  a  description  of  the  property  or  interest  in  respect  to 
which  such  refund  was  made  must  be  shown  in  the  certificate. 

The  evidence  described  above  should  be  filed  with  the  return,  but 
if  that  is  not  convenient  or  possible,  then  it  should  be  submitted  to 
the  investigating  officer  verifying  the  return,  or,  if  the  investigation 
of  the  estate  has  been  completed,  it  should  be  transmitted  to  the 
Commissioner. 

The  Commissioner  may  require  the  submission  of  such  additional 
proof  as  is  deemed  necessary  to  establish  the  right  to  the  credit.  For 
example,  he  may  require  an  itemized  list  of  the  property  in  respect 
to  which  any  such  taxes  were  imposed,  certified  by  the  officer  having 
custody  of  the  records  pertaining  to  such  taxes  for  the  State  or  Terri- 
tory involved  or  the  District  of  Columbia,  and  an  affidavit  of  the 
executor  stating  whether  any  litigation  has  been  instituted,  or  appeal 
taken,  or  any  such  action  is  designed  or  contemplated  by  him,  or,  to 


his  knowledge,  by  any  beneficiary  or  other  person,  the  final  determi- 
nation of  which  may  affect  the  amount  of  such  taxes. 

If,  subsequent  to  the  allowance  of  a  credit  by  the  Commissioner, 
a  refund  is  made  of  any  such  estate,  inheritance,  legacy,  or  succession 
taxes,  the  executor,  or  if  the  refund  is  made  after  the  executor's  dis- 
charge, then  any  person  or  persons  to  whom  the  refund  is  made,  is 
required  to  advise  the  Commissioner  of  the  date  of  the  refund  and 
the  amount  thereof,  furnish  the  Commissioner  with  a  description  of 
the  property  or  interest  in  respect  to  which  the  refund  was  made, 
and  pay  the  Federal  estate  tax,  if  any,  due  as  a  result  of  such  refund, 
together  with  interest. 

GROSS  ESTATE— VALUATION 

Seo.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or  per- 
sonal, tangible  or  intangible,  wherever  situated,  except  real  property 
situated  outside  the  United  States —    *     *     » 

(j)  (as  added  by  section  202 (a)  of  the  Revenue  Act  of  1935)  If 
the  executor  so  elects  upon  his  return  (if  filed  within  the  time  pre- 
scribed by  law  or  prescribed  by  the  Commissioner  in  pursuance  of 
law),  the  value  of  the  gross  estate  shall  be  determined  by  valuing  all 
the  property  included  therein  on  the  date  of  the  decedent's  death  as 
of  the  date  one  year  after  the  decedent's  death,  except  that  (1)  prop- 
erty included  in  the  gross  estate  on  the  date  of  death  and,  within 
one  year  after  the  decedent's  death,  distributed  by  the  executor  (or, 
in  the  case  of  property  included  in  the  gross  estate  under  subdivision 
(c),  (d),  or  (f)  of  this  section,  distributed  by  the  trustee  under  the 
instrument  of  transfer),  or  sold,  exchanged,  or  otherwise  disposed  of, 
shall  be  included  at  its  value  as  of  the  time  of  such  distribution,  sale, 
exchange,  or  other  disposition,  whichever  first  occurs,  instead  of  its 
value  as  of  the  date  one  year  after  the  decedent's  death,  and  (2)  any 
interest  or  estate  which  is  affected  by  mere  lapse  of  time  shall  be  in- 
cluded at  its  value  as  of  the  time  of  death  (instead  of  the  later  date) 
with  adjustment  for  any  difference  in  its  value  as  of  the  later  date  not 
due  to  mere  lapse  of  time.  No  deduction  under  this  title  of  any  item 
shall  be  allowed  if  allowance  for  such  item  is  in  effect  given  by  the 
valuation  under  this  subdivision.  Wherever  in  any  other  subdivision 
or  section  of  this  title  or  in  Title  II  of  the  Revenue  Act  of  1932,  refer- 
ence is  made  to  the  value  of  property  at  the  time  of  the  decedent's 
death,  such  reference  shall  be  deemed  to  refer  to  the  value  of  such 
property  used  in  determining  the  value  of  the  gross  estate.  In  case  of 
an  election  made  by  the  executor  under  this  subdivision,  then  for  the 
purposes  of  the  deduction  under  section  303(a)  (3)  or  section  303(b)  (3), 
any  bequest,  legacy,  devise,  or  transfer  enumerated  therein  shall  be 
valued  as  of  the  date  of  decedent's  death  with  adjustment  for  any 
difference  in  value  (not  due  to  mere  lapse  of  time  or  the  occurrence 
or  nonoccurrence  of  a  contingency)  of  the  property  as  of  the  date  one 
year  after  the  decedent's  death  (substituting  the  date  of  sale  or  ex- 


28 


29 


If 


^ 


change  in  the  case  of  property  sold  or  exchanged  during  such  one-year 
period). 

Note. — Section  202(b)  of  the  Rerenue  Act  of  1935  reads  as  follows: 

"The  amendment  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the 
date  of  the  enactment  of  this  Act." 

Art.  10.  Valuation  of  property. — (a)  General, — The  value  of  every 
item  of  property  includible  in  the  gross  estate  is  the  fair  market 
value  thereof  at  the  time  of  the  decedent's  death ;  or,  if  the  executor 
elects  in  accordance  with  the  provisions  of  article  11,  it  is  the  fair 
market  value  thereof  at  the  date  therein  prescribed  or  such  value 
adjusted  as  therein  set  forth.  The  fair  market  value  is  the  price  at 
which  the  property  would  change  hands  between  a  willing  buyer  and 
a  willing  seller,  neither  being  under  any  compulsion  to  buy  or  to  sell. 
The  fair  market  value  of  a  particular  kind  of  property  includible  in 
the  gross  estate  is  not  to  be  determined  by  a  forced  sale  price  or  by 
an  estimate  of  what  a  whole  block  or  aggregate  would  fetch  if 
placed  upon  the  market  at  one  and  the  same  time.  Such  value  is  to 
be  determined  by  ascertaining  as  a  basis  the  fair  market  value  as  of 
the  applicable  valuation  date  of  each  unit  of  the  property.  For 
example,  in  the  case  of  shares  of  stock  or  bonds,  such  unit  of  prop- 
erty is  a  share  or  a  bond.  All  relevant  facts  and  elements  of  value 
as  of  the  applicable  valuation  date  should  be  considered  in  every 
case.  Depreciation  or  appreciation  in  value  subsequent  to  the  valua- 
tion date  are  not  relevant  factors  and  will  not  be  considered. 

(h)  Real  estate. — The  property  should  not  be  returned  at  the  local 
assessed  value  thereof  unless  such  value  represents  the  fair  market 
value  as  of  the  applicable  valuation  date.  (See  article  12  for  the 
manner  of  listing  and  describing  real  estate.) 

(c)  Stocks  and  bonds. — The  value  of  stocks  and  bonds,  within  the 
meaning  of  the  statute,  is  the  fair  market  value  per  share  or  bond 
on  the  applicable  valuation  date. 

The  value  of  stocks  and  bonds  listed  upon  a  stock  exchange  shall 
be  obtained  by  taking  the  mean  between  the  highest  and  lowest 
quoted  selling  prices  upon  the  valuation  date.  If  the  valuation  date 
is  on  a  Sunday  or  a  legal  holiday,  the  transactions  of  the  next  pre- 
vious business  day  will  govern.  If  there  were  no  sales  on  the  valua- 
tion date,  the  value  shall  be  determined  by  taking  the  mean  between 
the  highest  and  lowest  sales  upon  the  nearest  date  either  before  or 
after  the  valuation  date,  if  within  a  reasonable  period  thereof.  If 
the  security  was  listed  upon  more  than  one  exchange,  the  records  of 
the  exchange  where  the  security  is  principally  dealt  in  should  be 
employed.  In  valuing  listed  stocks  and  bonds  the  executor  should 
observe  care  to  consult  accurate  records  to  obtain  values  as  of  the 
applicable  valuation  date. 


If  the  securities  are  not  listed  upon  an  exchange,  but  are  dealt  in 
through  brokers,  or  have  a  market,  the  value  shall  be  determined  by 
taking  the  mean  between  the  highest  and  lowest  selling  prices  as  of 
the  valuation  date,  or,  if  there  were  no  sales  on  that  date,  of  the 
nearest  date  either  before  or  after  the  valuation  date  upon  which 
sales  were  made,  if  within  a  reasonable  period.  If  quotations  are 
obtained  from  brokers,  or  evidence  as  to  the  sale  of  securities  is 
obtained  from  the  officers  of  the  issuing  companies,  the  executor 
should  preserve  in  his  files  the  letters  furnishing  such  quotations  or 
evidence  of  sale  for  inspection  when  the  return  is  verified  by  an 
investigating  officer. 

In  case  securities  are  quoted  on  a  bona  fide  bid  and  asked  basis, 
and  actual  sales  are  not  available,  the  mean  between  the  bid  and 
asked  prices  as  of  the  applicable  valuation  date,  or  the  nearest  date 
thereto  if  within  a  reasonable  time  thereof,  will  be  accepted  as  the 
value. 

If  the  value  of  a  security  can  not  be  determined  by  sales,  or  from 
bid  and  asked  prices,  as  prescribed  in  the  preceding  provisions,  then, 
in  the  case  of  corporate  or  other  bonds,  the  value  is  to  be  arrived  at 
by  giving  consideration  to  the  soundness  of  the  security,  the  interest 
yield,  the  date  of  maturity,  and  other  relevant  factors,  and,  in  the 
case  of  shares  of  stock,  upon  the  basis  of  the  company's  net  worth, 
earning  power,  dividend-paying  capacity,  and  all  other  relevant  fac- 
tors having  a  bearing  upon  the  value  of  the  stock.  Complete  finan- 
cial and  other  data  upon  which  the  valuation  is  based  should  be 
submitted  with  the  return. 

In  exceptional  cases  in  which  it  is  established  by  clear  and  con- 
vincing evidence  that  the  value  per  bond  or  share  of  any  security 
determined  upon  the  basis  of  selling  or  bid  and  asked  prices  as  herein 
provided  does  not  reflect  the  fair  market  value  thereof,  other  rele- 
vant facts  and  elements  of  value  will  be  considered  in  determining 
the  fair  market  value.  The  size  of  holdings  of  any  security  to  be 
included  in  the  gross  estate  is  not  a  relevant  factor  and  will  not  be 
considered  in  such  determination. 

The  full  value  of  securities  pledged  to  secure  an  indebtedness  of 
the  decedent  should  be  included  in  the  gross  estate.  If  the  decedent 
had  a  trading  account  with  the  broker,  all  securities  belonging  to  the 
decedent  and  held  by  the  broker  at  the  date  of  death  must  be  in- 
cluded at  their  fair  market  value  as  of  the  applicable  valuation  date. 
Securities  purchased  on  margin  for  the  decedent's  account  and  held 
by  the  broker  should  also  be  returned  at  their  fair  market  value  as  of 
the  applicable  valuation  date.  The  amount  of  the  decedent's  indebt- 
edness to  the  broker  or  other  person  with  whom  securities  were 
pledged  will  be  allowed  as  a  deduction  from  the  gross  estate  in 
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accordance  with  articles  29,  36,  and  62.    (See  article  12  for  manner  of 
listing  and  describing  stocks  and  bonds.) 

(d)  Interest  in  business, — Care  should  be  taken  to  arrive  at  an 
accurate  valuation  of  any  business  in  which  the  decedent  was  inter- 
ested, whether  as  partner  or  proprietor.  A  fair  appraisal  as  of  the 
applicable  valuation  date  should  be  made  of  all  the  assets  of  the  busi- 
ness, tangible  and  intangible,  including  good  will,  and  the  business 
should  be  given  a  net  value  equal  to  the  amount  which  a  willing 
purchaser,  whether  an  individual  or  corporation,  would  pay  therefor 
to  a  willing  seller  in  view  of  the  net  value  of  the  assets  and  the  dem- 
onstrated earning  capacity.  Special  attention  should  be  given  to 
fixing  an  adequate  figure  for  the  value  of  the  good  will  of  the  busi- 
ness in  all  cases  in  which  the  decedent  has  not  agreed,  for  an  ade- 
quate and  full  consideration  in  money  or  money's  worth,  that  his 
interest  therein  shall  pass  at  his  death  to  his  surviving  partner  or 
partners. 

The  factors  hereinbefore  stated  relative  to  the  valuation  of  other 
property,  if  applicable,  will  be  considered  in  determining  the  valua- 
tion of  an  interest  in  a  business  held  as  proprietor  or  partner.  All 
evidence  bearing  upon  such  valuation  should  be  submitted  with  the 
return,  including  copies  of  reports  in  any  case  in  which  examinations 
of  the  business  have  been  made  by  accountants,  engineers,  or  any 
technical  experts  as  of  or  near  the  applicable  valuation  date. 

(e)  Notes ^  secured  omd  unsecured. — The  value  of  notes,  whether 
secured  or  unsecured,  will  be  presumed  to  be  the  amount  of  unpaid 
principal,  plus  interest  to  the  applicable  valuation  date,  unless  the 
executor  establishes  a  lower  value,  or  it  is  shown  that  they  are  worth- 
less. However,  items  of  interest  should  be  separately  listed  on  the 
estate  tax  return.  Unless  returned  at  face  value,  together  with  ac- 
crued interest,  it  must  be  shown  by  satisfactory  evidence  that  the 
note  is  worth  less  than  the  unpaid  amount  because  of  the  interest 
rate,  or  date  of  maturity,  or  other  cause,  or  that  it  is  uncollectible, 
either  in  whole  or  in  part,  by  reason  of  the  insolvency  of  the  party 
or  parties  liable,  or  for  other  cause,  and  that  the  property,  if  any, 
pledged  or  mortgaged  as  security  is  insufficient  to  satisfy  it. 

(/)  Cash  on  hand  or  on  deposit, — The  amount  of  cash  belonging 
to  the  decedent,  either  in  his  possession  at  the  date  of  death  or  in  the 
possession  of  another,  or  deposited  with  a  bank,  should  be  included. 
If  bank  checks  outstanding  at  the  time  of  the  decedent's  death,  given 
in  discharge  of  bona  fide,  legal  obligations  of  the  decedent  incurred 
for  an  adequate  and  full  consideration  in  money  or  money's  worth, 
and  not  as  transfers  coming  within  the  provisions  of  section  302  (c) 
or  (d)  are  subsequently  honored  by  the  bank  and  charged  to  the 
account,  the  balance  remaining  may  be  returned,  provided  the  pay- 


ments effected  thereby  are  not  claimed  as  deductions  from  the  gross 
estate. 

{g)  Household  and  personal  effects. — ^AU  household  and  personal 
effects  of  the  decedent  should  be  included  at  the  price  which  a  willing 
buyer  would  pay  to  a  willing  seller.  A  room  by  room  itemization  is 
desirable.  All  the  articles  should  be  named  specifically,  except  that 
a  number  of  articles  contained  in  the  same  room,  none  of  which  has 
a  value  in  excess  of  $50,  may  be  grouped.  A  separate  value  should 
be  given  for  each  article  named.  The  executor  may  furnish,  in  lieu 
of  an  itemized  list,  a  sworn  statement,  in  duplicate,  setting  forth  the 
aggregate  value  of  the  property  as  appraised  by  a  competent  ap- 
praiser, or  appraisers  of  recognized  standing  and  ability,  or  by  a 
dealer  or  dealers  in  the  class  of  personalty  involved. 

If,  however,  there  is  included  among  the  household  and  personal 
effects,  articles  having  marked  artistic  or  intrinsic  value  of  a  total 
value  in  excess  of  $2,000,  such  as  jewelry,  silverware,  paintings,  etch- 
ings, engravings,  antiques,  books,  statuary,  vases,  oriental  rugs,  col- 
lections of  coins  and  stamps,  the  appraisal  of  an  expert  or  experts, 
under  oath,  should  be  filed  with  the  return.  Form  706,  accompanied 
by  the  affidavit,  in  duplicate,  of  the  executor  as  to  the  completeness 
of  the  itemized  list  of  such  property  and  of  the  disinterested  char- 
acter and  the  qualifications  of  the  appraiser  or  appraisers. 

If  it  is  desired  to  effect  distribution  or  sale  of  any  portion  of  the 
household  or  personal  effects  in  advance  of  the  investigation  by  an 
officer  of  the  Bureau  of  Internal  Kevenue,  information  to  that  effect 
should  be  given  to  the  internal  revenue  agent  in  charge  for  the 
division  wherein  the  decedent  was  domiciled  at  the  date  of  his  death, 
or  if  such  household  and  personal  effects  were  not  located  in  such 
division,  then  to  the  Commissioner.  The  statement  to  the  internal 
revenue  agent  in  charge  should  be  accompanied  by  a  verified  ap- 
praisal of  such  property  and  an  affidavit  of  the  executor  as  to  the 
completeness  of  the  list  of  such  property  and  the  qualifications  of  the 
appraiser,  as  already  referred  to,  but  such  an  appraisal  and  affidavit 
need  not  be  in  duplicate.  If  a  personal  inspection  by  an  officer  of  the 
Bureau  is  not  deemed  necessary,  the  executor  will  be  so  advised. 
This  procedure  is  designed  to  facilitate  disposition  of  such  property 
and  to  obviate  future  expense  and  inconvenience  to  the  estate  by 
affording  the  Conmiissioner  an  opportunity  to  make  an  investigation 
should  one  be  deemed  necessary  prior  to  sale  or  distribution.  (For 
location  of  the  offices  of  the  internal  revenue  agents  in  charge  and 
the  territory  embraced  in  each  division,  see  Appendix.) 

If  expert  appraisers  are  employed  care  should  be  taken  to  see  that 
they  are  reputable  and  of  recognized  competency  to  appraise  the  par- 
ticular class  of  property  involved.  In  the  appraisal,  books  in  sets 
by  standard  authors  should  be  listed  in  separate  groups.    In  listing 
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paintings  having  artistic  value,  the  size,  subject,  and  artist's  name 
should  be  stated.  In  the  case  of  oriental  rugs,  the  size,  make,  and 
general  condition  should  be  given.  Sets  of  silverware  should  be 
listed  in  separate  groups.  Groups  or  individual  pieces  of  silverware 
should  be  weighed  and  the  weights  given  in  troy  ounces.  In  arriving 
at  the  value  of  silverware,  the  appraisers  should  take  into  consider- 
ation its  antiquity,  utility,  desirability,  condition,  and  obsolescence. 

(h)  Other  property. — ^Any  property  not  specifically  treated  in  this 
article  should  be  valued  in  accordance  with  the  rule  laid  down  in 
subdivision  {a)  hereof.  Live  stock,  farm  machinery,  harvested  and 
growing  crops  should  be  itemized  and  the  value  of  each  item  sepa- 
rately returned. 

(^)  Annuities,  life^  remainder^  and  reversionary  interests. —  (1)  If 
the  executor  adopts  the  option  set  forth  in  article  11,  any  annuity, 
life,  remainder,  or  reversionary  interest  includible  in  the  gross  estate 
should  be  valued  as  of  the  date  of  the  decedent's  death  in  accordance 
with  the  provisions  of  this  article  and  then  such  value  should  be 
adjusted  as  explained  in  article  11  for  any  difference  in  value  between 
the  date  of  death  and  the  applicable  subsequent  date  due  to  causes 
other  than  mere  lapse  of  time.  If  the  executor  does  not  adopt  the 
option  set  forth  in  article  11,  the  value  of  any  such  interest  should 
be  computed  as  hereinafter  prescribed  without  such  further  adjust- 
ment for  any  decrease  or  increase  in  the  value  of  the  property  sub- 
sequent to  the  date  of  death. 

(2)  The  value  of  an  annuity  contract  issued  by  a  company  regu-^ 
larly  engaged  in  the  selling  of  contracts  of  that  character  is  estab- 
lished through  the  sale  by  that  company  of  comparable  contracts. 

(3)  All  other  future  payments  are  to  be  discounted  upon  the  basis 
of  compound  interest  at  the  rate  of  4  per  cent  a  year.  If  the  time 
of  payment  or  of  payments  is  dependent  upon  the  continuation  of,  or 
upon  the  termination  of  a  life  or  of  lives,  the  Actuaries'  or  Combined 
Experience  Table  of  Mortality,  as  extended,  and  established  actuarial 
principles  are  to  be  used  in  the  computation  of  the  present  worth. 
For  the  purpose  of  the  computation  the  age  of  a  person  is  to  be  taken 
as  the  age  of  that  person  at  his  nearest  birthday.  Table  A,  a  part 
of  this  article,  gives  factors  applicable  to  a  case  in  which  only  one 
life  is  involved.  (See  paragraphs  (4)  to  (8),  inclusive.)  Table  B, 
a  part  of  this  article,  gives  factors  applicable  to  a  case  in  which  only 
a  term-certain  is  involved.  (See  paragraphs  (9)  to  (11),  inclusive.) 
If  the  time  of  payment  or  of  payments  is  dependent  upon  the  con- 
tinuation of,  or  termination  of  more  than  one  life,  or  there  is  a  term- 
certain  concurrent  with  one  or  more  lives,  a  special  computation  in 
accordance  with  the  first  two  sentences  of  this  paragraph  is  necessary. 
A  case  requiring  a  special  computation  may  be  stated  to  the  Commis- 
sioner who  will  furnish  the  applicable  factor,  provided  such  request 


is  made  sufficiently  in  advance  of  the  due  date  of  the  return.  Such 
request  must  fully  disclose  all  relevant  facts.  The  date  of  birth  of 
each  person,  the  duration  of  whose  life  may  affect  the  value  of  the 
interest,  should  be  established  by  affidavit. 

(4)  If  the  decedent  had  a  remainder  interest  in  property  subject  tx) 
the  life  estate  of  another,  the  present  worth  of  the  remainder  interest 
at  the  time  of  death  should  be  obtained  by  multiplying  the  value  of 
the  property  at  the  time  of  death  by  the  figure  in  column  3  of  Table 
A  opposite  the  number  of  years  nearest  to  the  actual  age  of  the  life 
tenant. 

Example:  The  decedent  was  entitled  to  receive  property  worth 
$50,000  upon  the  death  of  his  elder  brother,  to  whom  the  income  for 
life  had  been  bequeathed.  The  brother  at  the  time  of  the  decedent's 
death  was  31  years  5  months  old.  By  reference  to  Table  A,  it  is 
found  that  the  figure  in  column  3,  opposite  31  years,  is  0.31262.  The 
present  worth  at  the  date  of  death  of  the  remainder  interest  is,  there- 
fore, $15,631  ($50,000  multiplied  by  0.31262). 

(5)  In  case  the  decedent  was  entitled  to  receive  an  annuity  of  a 
definite  amount  during  the  lifetime  of  another  person,  payable  at 
the  end  of  annual  periods,  the  present  worth  at  the  time  of  the  de- 
cedent's death  must  be  computed  upon  the  basis  of  the  value  of  a  life 
annuity  at  the  age  of  the  other  person.  The  amount  payable  an- 
nually should  be  multiplied  by  the  figure  in  column  2  of  Table  A 
opposite  the  number  of  years  in  column  1  nearest  to  the  actual  age 
of  the  other  person. 

Example:  The  decedent  received  under  the  terms  of  his  father's 
will  an  annuity  of  $10,000  for  the  life  of  his  elder  brother.  The 
brother  at  the  decedent's  death  was  40  years  8  months  old.  By  refer- 
ence to  Table  A,  the  figure  in  column  2  opposite  41  years,  the  number 
nearest  to  the  brother's  actual  age,  is  found  to  be  14.86102.  The 
present  worth  of  the  annuity  at  the  date  of  the  decedent's  death  is 
therefore  $148,610.20. 

(6)  If  an  annuity  under  which  the  decedent  was  entitled  to  re- 
ceive during  the  life  of  another  payments  at  the  end  of  each  semi- 
annual, quarterly,  or  monthly  period,  the  value  of  the  annuity  is  to  be 
determined  by  multiplying  the  aggregate  amount  to  be  paid  within  a 
year  by  the  figure  in  column  2  of  Table  A  opposite  the  number  of 
years  in  column  1  nearest  the  actual  age  of  the  person  whose  life 
measures  the  duration  of  the  annuity,  and  then  multiplying  the 
product  by  1.01820  for  monthly  payments,  by  1.01488  for  quarterly 
payments,  or  by  1.00990  for  semiannual  payments. 

Example:  If,  in  the  example  given  in  paragraph  (5),  the  annuity 
is  payable  in  semiannual  installments  of  $5,000  at  the  end  of  each 
semiannual  period,  the  aggregate  annual  amount,  $10,000,  should  be 
multiplied  by  the  factor  14.86102,  and  the  product  should  be  multi- 
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plied  by  1.00990.    The  present  worth  at  the  date  of  death  of  the 
annuity  is,  therefore,  $150,081.44  ($10,000  X  14.86102  X  1.00990). 

(7)  If  the  first  payment  of  an  annuity  for  the  life  of  an  individual 
is  to  be  paid  at  once,  the  value  of  the  annuity  is  the  sum  of  the  first 
payment  plus  the  present  worth  of  a  similar  annuity,  the  first  pay- 
ment of  which  is  not  to  be  made  until  the  end  of  the  first  period. 

Example:  The  decedent  was  entitled  to  receive  an  annuity  of  $50 
a  month  payable  during  the  life  of  another.  The  decedent  died  on 
the  day  a  payment  was  due.  At  the  date  of  his  death  the  person 
whose  life  measures  the  duration  of  the  annuity  was  then  50  years  of 
age.  The  value  of  the  annuity  at  the  date  of  decedent's  death  is  $50 
plus  the  product  of  $50X12X12.47032  (see  Table  A)  X  1.01820  (see 
preceding  paragraph),  or  $7,668.38  [$50  plus  ($50 X 12 X  12.47032 X 
1.01820)]. 

(8)  If  the  decedent  was  entitled  to  receive  the  entire  income  of 
certain  property  during  the  life  of  another  person,  or  was  entitled  to 
the  use  of  nonincome-producing  property  during  the  life  of  another 
person,  a  hypothetical  annuity  at  a  rate  of  4  per  cent  of  the  value  of 
the  property  should  be  made  the  basis  of  the  calculation. 

Example:  The  decedent  was  entitled  to  receive  the  income  from  a 
fund  of  $100,000  during  the  life  of  a  person  41  years  old.  The  value 
of  a  hypothetical  annuity  of  $4,000,  dependent  upon  the  life  of  such 
a  person,  is  indicated  by  the  table  to  be  $59,444.08  ($4,000  multiplied 
by  14.86102). 

(9)  If  the  decedent  was  entitled  to  receive  property  at  the  end  of  a 
specified  number  of  years  after  his  death.  Table  B  or  an  extension 
thereof  should  be  used. 

Example:  The  decedent  is  entitled  to  receive  $100,000  at  the  end 
of  30  years.  The  value  of  his  right  is  the  product  of  $100,000  multi- 
plied by  0.308319  the  factor  in  column  3,  Table  B,  opposite  30  years 
in  column  1. 

(10)  If  an  annuity  under  which  the  decedent  was  entitled  to  re- 
ceive during  a  term-certain  payments  at  the  end  of  each  semiannual, 
quarterly,  or  monthly  period,  the  value  of  the  annuity  is  to  be 
determined  by  multiplying  the  aggregate  amount  to  be  paid  within  a 
year  by  the  applicable  factor  in  column  2  of  Table  B  and  the  product 
is  to  be  multiplied  by  1.01820  for  monthly  payments,  by  1*01488  for 
quarterly  payments,  or  by  1.00990  for  semiannual  payments. 

Example:  The  decedent  was  an  annuitant  for  a  term-certain,  being 
entitled  to  $1,000  annually  payable  in  installments  of  $500  at  the 
end  of  each  semiannual  period.  A  semiannual  payment  of  $500  had 
been  made  just  before  the  death  of  the  decedent  and  there  remained 
20  payments  to  be  made  over  a  period  of  10  years.  The  value  of  the 
annuity  as  of  the  date  of  the  decedent's  death  is  the  product  of 
$500X2X8.11089  (see  Table  B)  X  1.01820,  or  $8,258.51. 


(11)  If  the  first  payment  of  an  annuity  for  a  definite  number  of 
years  is  to  be  paid  at  once,  the  applicable  factor  is  the  product  of  the 
factor  shown  in  Table  B  multiplied  by  1.02154  for  monthly  payments, 
by  1.02488  for  quarterly  payments,  by  1.02990  for  semiannual  pay- 
ments, or  by  1.04  for  annual  payments. 

Example:  The  decedent  was  the  beneficiary  of  an  annuity  of  $50 
a  month.  On  the  day  a  payment  was  due,  the  decedent  died.  There 
were  300  payments  to  be  made,  including  the  payment  due.  The 
value  of  the  annuity  as  of  the  date  of  decedent's  death  is  the  product 
of  $50 X 12  X  15.62208  (see  Table  B)  X  1.02154,  or  $9,575.15  ($50x  12X 
15.62208X1.02154). 
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Table,  single  life,  4  P^  cent,  showing  the  present  worth  of  an  annuity,  or  a  life 

interest,  and  of  a  reversionary  interest 
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1 

2 

9 

1 

2 

s 

Annuity,  or 

Reversion,  or 

Annuity,  or 

Reversion,  or 

present  value 

present  vaJue 

present  value 

present  value 

of  $1  due  at 

of  $1  due  at 

of  $1  due  at 

of  $1  due  at 

Age 

the  end  of  each 

the  end  of  the 

Age 

the  end  of  each 

the  end  of  the 

year  during  the 

year  of  death  of 

year  during  the 

year  of  death  of 

life  of  a  person 

a  person  of  speci- 

life of  a  person 
of  specified  age 

a  person  of  speci- 

of specified  age 

fied  age 

fied  age 

Annuity 

Reversion 

Annuity 

Revertion 

0 

$14.  72829 

$0.  39507 

51 

$12.  17919 

$0.49311 

1 

17.  30771 

.  29586 

52 

11.  88408 

.  50446 

2 

18.  69578 

.  24247 

53 

11.  58531 

.  51595 

3 

19.  15901 

.  22465 

54 

11.  28325 

. 52757 

4 

19.  41226 

.  21491 

55 

10.  97789 

.  53931 

5 

19.  55301 

.  20950 

56 

10.  66982 

.  55116 

6 

19.  61731 

.  20703 

57 

10.  35931 

.  56310 

7 

19.  62502 

.  20673 

58 

10.  04630 

.  57514 

8 

19.  61097 

.  20727 

59 

9.  73131 

.  58726 

9 

19.  53413 

.  21022 

60 

9.  41474 

.  59943 

10 

19.  45359 

.  21332 

61 

9.  09765 

.61163 

11 

19.  36943 

.  21656 

62 

8.  78052 

.  62383 

12 

19.  28184 

.  21993 

63 

8.  46412 

.63600 

13 

19.  19065 

.  22344 

64 

8.  14888 

.  64812 

14 

19.  09590 

.  22708 

65 

7.  83552 

.  66017 

15 

18.  99764 

.  23086 

66 

7.  52476 

.  67212 

16 

18.  89569 

.  23478 

67 

7.  21699 

.  68397 

17 

18.  79010 

.  23884 

68 

6.  91298 

.  69565 

18 

18.  68070 

.  24305 

69 

6.  61301 

.  70719 

19 

18.  56751 

.  24740 

70 

6.  31716 

.  71857 

20 

18.  45038 

.  25191 

71 

6.  02612 

.  72976 

21 

18.  32932 

.  25656 

72 

5.  74003 

.  74077 

22 

18.  20416 

.26138 

73 

5.  45928 

.  75157 

23 

18.  07471 

.  26636 

74 

5.  18402 

.  76215 

24 

17.  94097 

.  27150 

75 

4.  91463 

.  77251 

25 

17.  80274 

.  27682 

76 

4.  65125 

.  78264 

26 

17.  65984 

.  28231 

77 

4.  39383 

.  79254 

27 

17.  51224 

.  28799 

78 

4.  14286 

.  80220 

28 

17.  35968 

.  29386 

79 

3.  89858 

.81159 

29 

17.  20225 

.  29991 

80 

3.  66071 

.  82074 

30 

17.  03961 

.  30617 

81 

3.42900 

.82965 

31 

16.  87176 

.  31262 

82 

3.  20258 

.  83836 

32 

16.  69846 

.  31929 

83 

2.  98024 

.  84691 

33 

16.  51964 

.  32617 

84 

2.  76106 

.  85534 

34 

16.  33503 

.  33327 

85 

2.  54366 

.  86371 

35 

16.  14437 

.  34060 

86 

2.  32795 

.87200 

36 

15.  94755 

.  34817 

87 

2.  11384 

.  88024 

37 

15.  74427 

.  35599 

88 

1.90115 

.  88842 

38 

15.  53421 

.  36407 

89 

1.  69107 

.  89650 

39 

15.  31722 

.  37241 

90 

1.  48540 

.90441 

40 

15.  09295 

.  38104 

91 

1.  28432 

.  91214 

41 

14.  86102 

.38996 

92 

1.  09024 

.  91961 

42 

14.  62122 

.  39918 

93 

.90647 

.  92667 

43 

14.  37356 

.  40871 

94 

.  73687 

.  93320 

44 

14.  11860 

.41852 

95 

. 58435 

.  93906 

45 

13.  85713 

.  42857 

96 

.  46182 

.  94378 

46 

13.  58958 

.  43886 

97 

.  36698 

.  94742 

47 

13.  31698 

.  44935 

98 

.  24038 

.  95229 

48 

13.  03942 

.46002 

99 

.  00000 

.  96154 

49 

12.  75716 

.  47088 

50 

12.  47032 

.  48191 

Table  B 

T^aUe  showing  the  -present  worth  at  4  per  cent  of  an  annuity  for  a  term-certain ^  and 
of  a  reversionary  interest  postponed  for  a  term-certain 


1 

2 

Present  worth  of 

3 

1 

2 

Present  worth  of 

3 

an  annuity  of  $1, 

Present  worth  of 

an  annuity  of  $1, 

Present  worth  of 

Number 

payable  at  the 

$1,  payable  at  the 

Number 

payable  at  the 

$1,  payable  at  the 

of  years 

end  of  each  year, 

end  of  a  certain 

of  years 

end  of  each  year. 

end  of  a  certain 

for  a  certain 

number  of  years 

for  a  certain 

number  of  years 

number  of  years 

number  of  years 

Annuity 

Reversion 

Annuity 

Reversion 

1 

$0.  96154 

$0.  961538 

16 

$11.  65229 

$0.  533908 

2 

1.  88609 

.  924556 

17 

12.  16567 

.  513373 

3 

2.  77509 

.  888996 

18 

12.  65929 

.  493628 

4 

3.  62989 

.  854804 

19 

13.  13394 

.  474642 

5 

4.  45182 

.  821927 

20 

13.  59032 

.  456387 

6 

5.  24214 

.  790314 

21 

14.  02916 

.  438834 

7 

6.  00205 

.  759918 

22 

14.45111 

.  421955 

8 

6.  73274 

.  730690 

23 

14.  85684 

.  405726 

9 

7.  43533 

.  702587 

24 

15.  24696 

.  390121 

10 

8.  11089 

.  675564 

25 

15.  62208 

.375117 

11 

8.  76047 

.  649581 

26 

15.  98277 

.  360689 

12 

9.  38507 

.  624597 

27 

16.  32958 

.  346816 

13 

9.  98565 

.  600574 

28 

16.  66306 

.  333477 

14 

10.  56312 

.  577475 

29 

16.  98371 

.  320651 

15 

11.  11839 

.  555265 

30 

17.  29203 

.  308319 

llr 
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Art.  11.  Optional  valuation  date. — In  general,  the  object  of  subdivi- 
sion (j)  of  section  302  is  to  make  provision  whereby  the  amount  of 
tax  otherwise  payable  may  be  lessened  when,  within  the  year  follow- 
ing the  decedent's  death,  the  gross  estate  has  suffered  a  shrinkage  in 
its  aggregate  value. 

If  the  decedent  died  after  August  30,  1935,  the  executor  may,  by  an 
election  upon  his  return,  Form  706,  if  filed  within  the  time  pre- 
scribed by  law  or  prescribed  by  the  Commissioner  in  pursuance  of 
law,  have  the  property  which  was  included  in  the  gross  estate  on 
the  date  of  the  decedent's  death  valued  as  of  the  applicable  dates,  as 
follows  : 

(1)  Any  property  distributed,  sold,  exchanged,  or  otherwise 
disposed  of  within  one  year  after  the  decedent's  death,  valued 
as  of  the  date  of  such  distribution,  sale,  exchange,  or  other  dis- 
position, whichever  first  occurs; 

(2)  Any  property  not  distributed,  sold,  exchanged,  or  other- 
wise disposed  of  within  such  1-year  period,  valued  as  of  the  date 
one  year  after  the  date  of  the  decedent's  death ; 

(3)  Any  property,  interest,  or  estate-  which  is  affected  by 
mere  lapse  of  time,  valued  as  of  the  date  of  decedent's  death;  ex- 
cept that  an  adjustment  is  to  be  made  for  any  difference  in  its 
value,  not  due  to  such  lapse  of  time,  as  of  the  date  one  year 
after  the  date  of  decedent's  death,  or  as  of  the  date  of  itsi 
distribution,  sale,  exchange,  or  other  disposition,  whichever 
date  first  occurs. 


—tifci 


r-  . 

h 


i 


38 

Property  "distributed"  is  limited  to  distributions  thereof  by  the 
executor,  or  by  the  trustee  in  the  case  of  property  included  in  the 
gross  estate  under  subdivision  (c),  (d),  or  (f)  of  section  302,  as 
amended.  Distribution  may  be  effected  by  the  entry  of  the  order 
or  decree  of  distribution,  or,  if  there  is  no  such  order  or  decree,  by 
the  segregation  or  separation  of  the  property  from  the  estate  or  the 
trust,  or  by  the  actual  paying  over  or  delivery  of  the  property  to  the 
person  entitled  thereto  by  the  will,  or  under  the  law,  or  by  the  terms 
of  the  trust. 

The  sale,  exchange,  or  other  disposition,  to  which  subdivision  (j) 
refers,  may  be  one  made  by  the  executor,  or  by  the  trustee  of  prop- 
erty included  in  the  gross  estate  under  subdivision  (c),  (d),  or  (f) 
of  section  302,  as  amended,  or  by  any  other  person  to  whom  the  prop- 
erty had  not  been  distributed  by  the  executor  or  by  such  a  trustee, 
or  to  whom  it  had  not  passed  from  the  gross  estate  as  the  result  of 
a  sale,  exchange,  or  other  disposition  thereof,  as,  for  example,  a  sale, 
exchange,  or  other  disposition  by  an  heir,  devisee,  donee  or  grantee 
to  whom  the  decedent  in  his  lifetime  transferred  the  property,  or 
by  the  survivor  of  the  decedent  if  the  property  had  been  held  by  them 
subject  to  the  right  of  survivorship. 

Property,  in  the  case  of  a  sale,  exchange,  or  other  disposition 
thereof  within  the  1-year  period,  is  to  be  valued  as  of  the  date  when  it 
ceases  to  form  a  part  of  the  gross  estate,  that  is,  the  date  when  the 
title  passes  as  the  result  of  its  sale,  exchange,  or  other  disposition. 
The  terms  "distributed,"  "sold,"  "exchanged,"  "or  otherwise  disposed 
of"  comprehend  all  possible  ways  by  which  property  may  be  sep- 
arated or  passed  from  the  gross  estate.  Thus,  money  on  hand  at 
decedent's  death  which  is  thereafter  used  in  the  payment  of  the 
funeral  expenses,  or  in  settlement  of  claims  against  the  estate,  or  is 
invested,  falls  within  the  term  "otherwise  disposed  of." 

The  property  to  be  valued  as  of  one  year  after  the  date  of  dece- 
dent's death,  or  as  of  date  of  decedent's  death,  or  as  of  some  inter- 
mediate date,  is  the  property  included  in  the  gross  estate  on  the  date 
of  the  decedent's  death.  As  property  and  its  value  are  separate  and 
distinct,  the  former  denoting  legal  rights,  the  latter  the  monetary 
measure  of  such  rights,  and  as  subdivision  (j)  treats  of  the  two 
separately,  it  will  be  necessary  in  every  case  first  to  determine  what 
property  constituted  the  gross  estate  at  decedent's  death.  Sub- 
divisions of  section  302,  as  amended,  other  than  subdivision  (j), 
supply  the  information  necessary  to  that  determination,  subdivision 
(j)  being,  in  the  main,  confined  to  the  date  or  dates  as  at  which  the 
value  is  to  be  ascertained. 

Interest-bearing  obligations,  such  as  bonds  and  notes,  embody  two 
promises,  one  to  pay  principal  and  the  other  to  pay  interest,  and 
both  promises  are  a  part  of  the  gross  estate  at  the  death  of  the  dece- 
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dent,  if  the  obligation  was  then  owned  by  him,  or  had  been  previously 
so  transferred  by  him,  or  at  his  death  there  was  vested  in  him  any 
such  right  or  power  in  or  with  respect  to  the  obligation  as  to  bring 
it  within  any  of  the  other  subdivisions  of  section  302,  as  amended. 
If  the  valuation  date  is  that  of  decedent's  death,  the  principal  of 
the  obligation  and  interest  then  accrued  and  unpaid  thereon  are  to 
be  valued  as  of  that  date.  If  the  valuation  date  is  subsequent  to 
death,  the  principal  and  interest  then  accrued  and  unpaid  are  to  be 
valued  as  of  that  date.  The  valuation  date  of  any  part  payment 
of  principal  or  of  any  installment  of  interest,  made  between  dece- 
dent's death  and  the  date  as  at  which  the  obligation  is  to  be  valued, 
will  be  the  date  of  such  payment.  Like  rules  will  govern,  so  far  as 
applicable,  when  any  other  obligation  is  involved,  as,  for  example, 
one  calling  for  the  payment  of  rent  or  a  royalty.  Thus,  in  the  case 
of  rent,  if  the  realty  and  the  obligation  to  pay  the  rent  reserved  were 
parts  of  the  gross  estate  at  the  time  of  decedent's  death,  the  value 
of  the  former  must  be  determined  as  of  the  applicable  valuation 
date,  and  also  the  value  of  the  rent  then  accrued  and  unpaid  re- 
served by  the  latter.  The  valuation  date  of  any  rent  paid  in  the  in- 
terim pursuant  to  the  rental  obligation  will  be  the  date  of  its  pay- 
ment. 

As  in  the  case  of  bonds  and  notes,  the  interest  accrued  and  impaid 
upon  a  judgment  on  the  date  as  of  which  the  judgment  is  to  be  valued 
is  to  be  included  in  the  valuation.  The  valuation  date  of  any  part 
payment  of  the  judgment,  or  of  any  interest  thereon  (without  re- 
gard to  whether  earned  before  or  after  decedent's  death),  made  be- 
tween decedent's  death  and  the  date  as  of  which  the  judgment  is 
to  be  valued,  will  be  the  date  of  such  payment. 

When  corporate  stock  is  a  part  of  the  gross  estate  at  decedent's 
death,  and  a  dividend  in  partial  liquidation  is  thereafter  paid  on  or 
before  the  date  as  of  which  the  stock  is  to  be  valued,  the  valuation  date 
of  such  dividend  will  be  the  date  of  its  payment.  Similarly,  a  divi- 
dend paid  within  the  same  period  out  of  earnings,  whether  the  earn- 
ings are  made  or  accumulated  prior  or  subsequent  to  decedent's  death, 
will  be  valued  as  of  the  date  of  its  payment.  Earnings  of  the  cor- 
poration neither  declared  as  a  dividend  nor  paid  between  decedent's 
death  and  the  valuation  date  of  the  stock,  will  be  reflected  in  the 
value  of  the  stock.  But  a  dividend  declared  prior  to  the  valuation 
date  of  the  stock  and  payable  subsequent  thereto  will  not  be  so  re- 
flected if  the  stock  is  selling  "ex  dividend"  on  such  valuation  date, 
but  is  to  be  valued  as  of  that  date. 

Differing  from  payments  of  principal  and  interest  in  the  case  of 
bonds  and  notes,  those  made  upon  a  judgment  are  not  pursuant  to  a 
promise  but  to  an  obligation  imposed  by  law,  which  obligation,  in  its 
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totality,  is  a  part  of  the  gross  estate  at  decedent's  death  if  coming 
within  any  of  the  other  subdivisions  of  section  302,  as  amended.  So, 
too,  liquidating  dividends  and  dividends  paid  from  earnings  are  not 
pursuant  to  a  promise  but  are  referable  to  legal  rights  inherent  in 
stock  ownership. 

By  way  of  illustrating  the  operation  of  subdivision  (j),  there  is 
given  the  following  example  in  which  the  death  of  the  decedent  will 
be  taken  to  have  occurred  December  1, 1935 : 


Description 


Improved  real  estate— not  disposed  of  within  year  following  de- 
cedent's death 

Rents  accrued  but  unpaid  under  lease  antedating  decedent's 
death _ 


Rent  paid  Jan.  1,  1936 

Bonds  sold  June  1,  1936 

Interest  accrued  and  unpaid  thereon 

Interest  paid  Apr.  1,  1936  

Corporate  stock — distributed  to  legatee  Nov.  1,  1936 

Cash  dividend  paid  upon  such  stock  Aug.  1,  1936 

Bonds  matured  and  paid  Oct.  1,  1936.- 

Interest  accrued 

Interest  paid  at  maturity _ 

Interest  paid  Apr.  1,  1936 _ 

Corporate  stock — not  disposed  of  within  year  following  decedent's 
death,  and  upon  which  no  dividend  was  paid  in  that  period 


Total  value  of  gross  estate  pursuant  to  the  election 

Total  value  of  gross  estate  as  of  date  of  decedent's  death. 


Valuation 
date 


Dec.  1,  1936 


Dec.  1, 
Jan.  1, 
June  1, 
June  1, 
Apr.  1, 
Nov.  1, 
Aug.  1, 
Oct.    1, 


1936 
1936 
1936 
1936 
1936 
1936 
1936 
1936 


Oct.    1,  1936 
Apr.  1,  1936 

Dec.  1,   1936 


Value  at 

valuation 

date 


$30,000 

900 

600 

59,400 

400 

1,200 

100,000 

100,000 

12,000 


240 
240 

50,000 


354,980 


Value  at 
date  of 
death 


$35,000 
600 


60,000 
400 


200,000 


12,000 
80 


100,000 


407,980 


Properties,  interests,  or  estates  which  are  affected  by  mere  lapse  of 
time  include  patents,  estates  for  the  life  of  a  person  other  than  the 
decedent,  remainders,  reversions,  and  other  like  properties,  interests, 
or  estates.  The  phrase  "affected  by  mere  lapse  of  time"  has  no 
reference  to  obligations  for  the  payment  of  money,  whether  or  not 
interest-bearing,  the  value  of  which  changes  with  the  passing  of  time. 
However,  such  an  obligation,  like  any  other  property,  may  become 
affected  by  lapse  of  time  when  made  the  subject  of  a  bequest  or 
transfer  which  itself  is  creative  of  an  interest  or  estate  so  affected. 

The  date  of  valuation  of  any  property,  interest,  or  estate  so  affected 
is,  as  prescribed  in  subdivision  (j),  the  date  of  decedent's  death,  but 
with  an  adjustment  t^  be  made  of  the  value  then  obtaining,  which 
adjustment,  while  disregarding  any  later  increase  or  decrease  in  value 
due  solely  to  lapse  of  time,  adds  to  or  subtracts  from  the  value  at  death 
any  difference  between  that  value  and  the  value  as  of  the  date  one 
year  after  decedent's  death,  or  the  applicable  intermediate  date,  if, 
and  to  the  extent  that,  such  difference  was  due  to  a  cause  or  causes 
other  than  lapse  of  time.     Accordingly,  in  the  valuation  of  any  prop- 
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erty,  interest,  or  estate  affected  by  lapse  of  time,  the  difference  between 
its  value  at  decedent's  death  and  its  value  as  of  the  later  date  must 
be  analyzed  to  determine  the  portion  of  such  difference  attributable 
to  other  cause  or  causes,  and  that  portion  only  is  to  be  applied  in 
adjusting  the  value  as  of  the  date  of  the  decedent's  death.  If,  for 
example,  the  decedent  owned  a  patent  which  on  the  date  of  his  death 
had  an  unexpired  term  of  10  years  and  a  value  of  $100,000,  and  if  the 
patent  was  sold  6  months  after  the  decedent's  death,  at  which  time, 
because  of  the  lapse  of  time  and  other  causes,  only  $65,000  was  realized 
therefor,  the  value  would  be  determined  as  follows: 

Value  of  patent  on  date  of  decedent's  death $100, 000 

Difference  between  value  on  date  of  death  and  date  of  sale 

($100,000  minus  $65,000) $35,000 

Portion  of  such  difference  due  to  the  6  months  elapsing 
between  date  of  death  and  date  of  sale  (one-half  of  10  per 
cent  of  $100,000) 5,000 

Portion  of  difference  due  to  causes  other  than  lapse  of  time 30,  (MX) 

Adjusted  value  of  patent 70, 000 

Or,  to  give  another  example,  it  may  be  supposed  that  the  decedent 
was  entitled  to  receive  property  which,  at  the  time  of  his  own  death, 
was  worth  $50,000  upon  the  death  of  another  person  who  was  entitled 
to  the  income  therefrom  for  life  and  w^ho  was  31  years  old  at  the  time 
of  the  decedent's  death.  The  value  at  decedent's  death  of  his  re- 
mainder interest  would,  as  explained  in  article  10  (i)  of  these  regula- 
tions, be  $15,631,  and  if,  due  to  economic  conditions,  the  property 
declined  in  value  and  became  worth  $40,000  one  year  af  t^r  the  date  of 
decedent's  death,  the  value  of  the  remainder  interest  would  be  deter- 
minable in  the  following  manner : 

Value  of  remainder  interest  at  decedent's  death  ($50,000  times 
factor  (0.31262)  shown  opposite  age  31  in  column  3  of  Table  A, 
article  10) $15,  631.  00 

Value  of  remainder  interest  one  year  after  decedent's  death  ($40,000 
times  factor  (0.31929)  shown  in  Table  A,  for  age  32) 12,771.60 

Net  difference  due  in  part  to  decline  in  value  of  the  property  and  in 
part  to  increase  in  the  value  of  the  remainder  interest  due  to 
lapse  of  time 2,  859. 40 

Elimination  of  the  increase  due  to  lapse  of  time  ($50,000  times  the 
difference  between  the  factor  for  age  32  and  the  factor  for  age  31, 
or  0.00667) 333.  50 

Portion  of  the  difference  in  value  due  to  the  decline  in  value  of 
the  property 3, 192w  90 

Value  of  remainder  interest  at  decedents'  death 15,  631. 00 

Less  portion  of  difference  not  due  to  lapse  of  time 3,192.90 

Adjusted  value  of  remainder  interest 12, 438. 10 
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(The  amount  of  the  adjustment  may  be  computed  more  readily  by 
multiplying  the  decline  in  the  value  of  the  property  ($10,000)  by  the 
factor  (0.31929)  applicable  to  the  later  date.) 

Deductions  authorized  under  section  303  are  limited  to  the  extent 
that  allowance  thereof  is  not,  in  effect,  given  in  the  valuing  of  the 
gross  estate.  Property  passing  by  decedent's  will,  or  passing  by  a 
transfer  made  by  the  decedent  in  his  lifetime  (if  the  transfer  was 
such  as  to  require  the  property  transferred  to  be  included  in  the 
gross  estate)  to  or  for  any  such  public,  charitable,  or  religious  uses 
as  are  described  in  section  303(a)  (3)  or  in  section  303(b)  (3),  is  de- 
ductible at  its  value  as  of  the  date  of  the  decedent's  death,  subject, 
however,  to  adjustment  for  any  difference  in  value  one  year  after 
such  death,  or  at  the  date  of  the  sale  or  exchange  in  the  case  of  prop- 
erty sold  or  exchanged  during  such  1-year  period.  But  no  such 
adjustment  may  take  into  account  any  difference  in  value  due  to 
lapse  of  time  or  to  the  occurrence  or  nonoccurrence  of  a  contingency. 

The  election  is  available  to  the  executor  only  at  the  time  the  return 
is  filed,  and  only  if  the  return  is  filed  within  15  months  from  the 
decedent's  death,  or  within  the  period  of  an  extension  of  time  for 
filing  granted  under  the  provisions  of  article  68  or  69  of  these  regu- 
lations. The  election  applies  to  all  the  property  included  in  the 
gross  estate  on  the  date  of  the  decedent's  death.  It  can  not  be 
applied  only  to  a  portion  of  such  property.  The  election,  if  ex- 
ercised, can  not  be  rescinded. 

In  every  case  where  the  election  is  exercised,  the  return.  Form 
706,  must  set  forth  (1)  an  itemized  description  of  all  property  in- 
cluded in  the  gross  estate  on  the  date  of  the  decedent's  death,  to- 
gether with  the  value  of  each  item  as  of  that  date,  (2)  an  itemized 
disclosure  of  all  distributions,  sales,  exchanges,  and  other  disposi- 
tions of  any  of  the  property  during  the  1-year  period  after  the  de- 
cedent's death,  together  with  the  dates  thereof,  and  (3)  the  value  of 
each  item  of  property  determined  in  accordance  with  the  provisions 
of  subdivision  (j).  The  amount  of  any  income  accrued  and  unpaid 
at  the  date  of  the  decedent's  death  on  each  item  of  principal,  the 
amount  of  any  income  collected  or  otherwise  realized  thereon  after 
the  decedent's  death  and  prior  to  the  date  as  of  which  the  item  of 
principal  is  to  be  valued,  and  the  amount  of  any  income  accrued  and 
unpaid  thereon  at  such  subsequent  valuation  date,  shall  be  separately 
shown.  All  the  information  indicated  by  Form  706  must  be  sup- 
plied. Statements  as  to  distributions,  sales,  exchanges,  and  other 
dispositions  of  the  property  within  the  1-year  period  must  be  sup- 
ported by  evidence.  If  the  court  makes  an  order  or  decree  of  distri- 
bution during  that  period,  a  certified  copy  thereof  must  be  submitted 
as  part  of  the  evidence.  The  Commissioner  may  require  the  sub- 
mission of  such  additional  evidence  as  is  deemed  necessary. 


Art.  12.  Description  of  property  listed  on  return. — In  listing  upon  the 
return  the  property  constituting  the  gross  estate  (other  than  house- 
hold and  personal  effects,  as  to  which  see  article  lO(^) ),  the  descrip- 
tion thereof  should  be  such  that  the  property  may  be  readily  identified. 
Thus,  a  legal  description  should  be  given  of  each  parcel  of  real  estate, 
and  if  located  in  a  city  the  name  of  street  and  number,  its  area,  and, 
if  improved,  a  short  statement  of  the  character  of  the  improvements. 
Description  of  bonds  should  include  number  held,  principal  amount, 
name  of  obligor,  date  of  maturity,  rate  of  interest,  date  or  dates  on 
which  interest  is  payable,  series  number  if  there  is  more  than  one 
issue,  the  exchange  upon  which  listed,  or  the  principal  business  office 
of  the  corporation,  if  unlisted.  Description  of  stocks  should  include 
number  of  shares,  whether  common  or  preferred,  and,  if  preferred, 
what  issue  thereof,  par  value,  quotation  at  which  returned,  exact 
name  of  corporation,  and,  if  the  stock  is  unlisted,  the  location  of  the 
principal  business  office  and  State  in  which  incorporated  and  the  date 
of  incorporation.  If  a  listed  security,  state  principal  exchange  upon 
which  sold.  Description  of  notes  should  include  name  of  maker,  date 
on  which  given,  date  of  maturity,  amount  of  principal,  amount  of 
principal  unpaid,  rate  of  interest  and  whether  simple  or  compound, 
date  to  which  interest  has  been  paid  and  amount  of  unpaid  interest. 
Description  of  land  contracts  received  should  include  name  of  vendee, 
date  of  contract,  description  of  property,  sale  price,  initial  payment, 
amounts  of  installment  payments,  unpaid  balance  of  principal  and 
accrued  interest,  interest  rate  and  date  prior  to  decedent's  death  to 
which  interest  had  been  paid. 

Description  of  bank  accounts  should  disclose  name  and  address  of 
depository,  amount  on  deposit,  whether  a  checking,  savings,  or  a  time- 
deposit  account,  rate  of  interest,  if  any  payable,  amount  of  interest 
accrued  and  payable,  and  serial  number.  Description  of  life  insur- 
ance should  give  the  name  of  the  insurer,  number  of  policy,  name  of 
the  beneficiary,  and  the  amount  of  the  proceeds.  For  every  policy  of 
life  insurance  listed  on  the  return,  the  executor  must  procure  a  state- 
ment by  the  company  on  Form  712  and  file  it  with  the  collector.  (See 
article  28.)  In  describing  an  annuity,  the  name  and  address  of  the 
grantor  of  the  annuity  should  be  given,  or  if  payable  out  of  a  trust 
or  other  funds  such  a  description  as  will  fully  identify  it.  If  payable 
for  a  term  of  years,  the  duration  of  the  term  and  the  date  on  which  it 
began  should  be  given,  and  if  payable  for  the  life  of  a  person  other 
than  the  decedent,  the  date  of  birth  of  such  person  should  be  stated. 
Judgments  should  be  described  by  giving  the  title  of  the  cause  and 
the  name  of  the  court  in  which  rendered,  date  of  judgment,  name  and 
address  of  judgment  debtor,  amount  of  judgment,  rate  of  interest  to 
which  subject,  whether  any  payments  have  been  made  thereon,  and,  if 
SO,  when  and  in  what  amounts. 
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GROSS  ESTATE— GENERAL 

SEa  302  (as  amended  by  section  ^04  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or  per- 
sonal, tangible  or  intangible,  wherever  situated,  except  real  property 
situated  outside  the  United  States — 

(a)  To  the  extent  of  the  interest  therein  of  the  decedent  at  the  time 
of  his  death ;     *    ♦    * 

Art.  13.  Property  of  decedent  at  time  of  death. — It  is  designed  by 
the  foregoing  provision  of  the  statute  that  there  shall  be  included  in 
the  gross  estate  all  property  of  the  decedent,  whether  real  or  per- 
sonal, tangible  or  intangible,  the  beneficial  ownership  of  which  was 
in  the  decedent  at  the  time  of  his  death,  except  real  property  situated 
outside  the  United  States. 

If  the  decedent  died  prior  to  10.25  a.  m.,  eastern  standard  time, 
February  26,  1926,  the  test  which  determines  that  a  given  interest 
is  to  be  included  in  the  gross  estate  under  the  provisions  of  subdi- 
visions (a)  of  the  corresponding  sections  of  the  Ke venue  Acts  prior 
to  that  of  1926  is  whether  the  property,  after  death,  shall  be  subject 
to:  (1)  Payment  of  the  charges  against  the  estate;  (2)  payment  of 
the  expenses  of  administration;  and  (3)  distribution  as  a  part  of  the 
estate.  This  test  is  not  applicable  if  the  decedent  died  subsequent  to 
the  effective  date  of  the  Kevenue  Act  of  1926. 

All  real  property  situated  in  the  United  States  an4  owned  by  the 
decedent  at  the  date  of  his  death  should  be  included  in  the  gross 
estate,  whether  the  decedent  was  a  resident  or  a  non-resident,  a  citi- 
zen or  an  alien,  and  whether  the  property  came  into  the  possession 
and  control  of  the  executor  or  administrator  or  passed  directly  to 
heirs  or  devisees.  If  the  decedent  was  a  resident  (or  a  nonresident 
citizen  who  died  after  the  enactment  of  the  Kevenue  Act  of  1934), 
all  personal  property  owned  by  him  should  be  included,  wherever 
situated.  If  the  decedent  was  a  nonresident  alien  (or,  regardless 
of  citizenship,  was  a  nonresident  who  died  prior  to  the  enactment  of 
the  Kevenue  Act  of  1934) ,  so  much  of  his  personal  property  as  had 
its  situs  in  the  United  States  at  the  time  of  his  death  should  be 
included,  and  the  value  of  his  entire  gross  estate,  wherever  situated, 
should  be  disclosed,  if  deductions  are  claimed.  (See  articles  52  to  54.) 
As  to  the  situs  of  the  personal  property  of  nonresident  alien  de- 
cedents, or  nonresident  decedents,  regardless  of  citizenship,  who  died 
prior  to  the  enactment  of  the  Kevenue  Act  of  1934,  see  article  50. 

The  value  of  a  vested  remainder  should  be  included  in  the  gross 
estate.  Nothing  should  be  included,  however,  on  account  of  a  contin- 
gent remainder  in  the  case  the  contingency  does  not  happen  in  the 
lifetime  of  the  decedent,  and  the  interest  consequently  lapses  at  his 
death.    Nor  should  anything  be  included  on  account  of  an  interest 
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or  an  estate  limited  for  the  life  of  the  decedent.  There  should  be 
included,  however,  the  value  of  a  reversionary  interest  retained  by  the 
decedent,  which  reverts  upon  the  termination  of  a  particular  estate 
or  in  case  of  his  prior  death  passes  to  others.  There  should  also  be 
included  the  value  of  an  annuity  payable  to,  or  an  interest  or  an  estate 
vested  in,  the  decedent  for  the  life  of  another  person  who  survives 
him.  For  rules  in  valuing  such  remainders,  annuities,  and  interests 
or  estates  pur  autre  vie,  see  article  10(^). 

A  cemetery  lot  owned  by  the  decedent  is  part  of  his  gross  estate,  but 
its  value  is  limited  to  the  salable  value  of  such  part  of  it  as  is  not 
designed  for  the  interment  of  the  decedent  or  members  of  his  family. 
Property  subject  to  homestead  or  other  exemptions  under  local  law 
must  be  included  in  the  gross  estate.  Notes  or  other  claims  held  by 
the  decedent  should  be  included,  though  they  are  canceled  by  his  will. 
As  to  the  valuation  of  notes  and  claims,  see  article  10(e). 

Outstanding  dividends  and  accrued  interest  should  be  included  in 
the  gross  estate.  Dividends  on  either  common  or  preferred  stock 
should  be  separately  listed  on  the  return  if  declared  prior  to  the  ap- 
plicable valuation  date,  and  not  reflected  in  the  market  value  of  the 
stock  on  that  date.  Thus,  dividends  both  declared  and  payable  to 
holders  of  record  on  a  date  prior  to  the  valuation  date,  should  be 
separately  included,  provided  the  stock  is  valued  "ex  dividend"  on 
the  valuation  date. 

Example:  A  5  per  cent  dividend  upon  stock  is  declared  March  1, 
payable  on  April  1,  to  stockholders  of  record  on  March  15.  If  the 
applicable  valuation  date  is  March  10,  and  the  market  value  on  that 
day  was  90,  the  value  to  be  returned  for  both  stock  and  dividend  is  90. 
the  dividend  being  reflected  in  the  market  value  of  the  stock.  If 
the  applicable  valuation  date  is  March  20,  the  dividend  is  not  reflected 
in  the  market  value,  and  must  be  returned  in  addition  to  the  market 
value  of  the  stock  on  March  20. 

As  to  the  inclusion  of  dividends,  interest,  and  other  income  paid 
after  the  date  of  the  decedent's  death  and  before  the  subsequent  valua- 
tion date,  in  case  the  executor  exercises  the  option  prescribed  by 
section  302(j),  see  article  11. 

Various  statutory  provisions,  which  exempt  bonds,  notes,  bills,  and 
certificates  of  indebtedness  of  the  Federal  Goverimient  or  its  agencies 
and  the  interest  thereon  from  taxation,  are  not  applicable  to  the 
estate  tax,  since  this  tax  is  an  excise  tax  on  the  transfer,  and  is  not  a 
tax  on  the  property  transferred.  However,  in  case  the  decedent  was 
a  nonresident  alien  not  engaged  in  business  in  the  United  States, 
bonds,  notes,  and  certificates  of  indebtedness  of  the  United  States, 
beneficially  owned  by  such  alien,  should  not  be  included. 
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f. 


GROSS  ESTATE— DOWER  AND  CURTESY 

Sec.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or 
personal,  tangible  or  intangible,  wherever  situated,  except  real  property 
situated  outside  the  United  States —    *     ♦     ♦ 

(b)  To  the  extent  of  any  interest  therein  of  the  surviving  spouse,, 
existing  at  the  time  of  the  decedent's  death  as  dower,  curtesy,  or  by 
virtue  of  a  statute  creating  an  estate  in  lieu  of  dower  or  curtesy ;    *    *    ♦ 

Art.  14.  Dower  and  curtesy. — The  provision  of  section  302(b)  in- 
cludes dower  and  curtesy  and  all  interests  created  bv  statute  in  lieu 
thereof,  although  the  estate  or  interest  so  created  may  differ  in  char- 
acter from  dower  or  curtesy.  The  effect  of  the  provision  is  to  require 
the  inclusion  of  the  full  value  of  the  property,  without  deduction  of 
the  value  of  the  interest  of  the  surviving  husband  or  wife,  and  with- 
out regard  to  the  time  when  the  right  to  such  an  interest  arose.  This 
provision  does  not  apply  to  the  estate  of  any  decedent  dying  after 
September  8,  1916,  and  prior  to  6.55  p.  m.,  February  24,  1919  (the 
effective  date  of  Title  IV  of  the  Kevenue  Act  of  1918),  unless  the 
property  has  its  situs  in  a  jurisdiction  wherein  dower,  curtesy,  or  the 
statutory  interest  in  lieu  thereof  is  subject  to  the  payment  of  charges 
against  the  estate,  the  expenses  of  its  administration,  and  is  subject 
to  distribution  as  part  of  the  estate,  or  unless  there  has  been  an  election 
to  take  property  devised  or  bequeathed  in  lieu  of  dower,  curtesy,  or 
such  statutory  interest,  and  the  property  so  taken  has  its  situs  in  a 
jurisdiction  by  the  laws  of  which  it  is  subject  to  the  payment  of  such 
charges  and  expenses,  and  to  distribution  as  a  part  of  the  estate. 

GROSS  ESTATE— TRANSFERS  BY  DECEDENT  IN  HIS  LIFETIME 

Seo.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or  per- 
sonal, tangible  or  intangible,  wherever  situated,  except  real  property 
situated  outside  the  United  States —    *    *    ♦ 

(c)  (as  amended  by  Joint  Resolution  of  March  3,  1931,  Public,  No. 
131,  Seventy-first  Congress,  and  by  section  803(a)  of  the  Revenue  Act 
of  1932)  To  the  extent  of  any  interest  therein  of  which  the  decedent 
has  at  any  time  made  a  transfer,  by  trust  or  otherwise,  in  contempla- 
tion of  or  intended  to  take  effect  in  possession  or  enjoyment  at  or  after 
his  death,  or  of  which  he  has  at  any  time  made  a  transfer,  by  trust  or 
otherwise,  under  which  he  has  retained  for  his  life  or  for  any  period 
not  ascertainable  without  reference  to  his  death  or  for  any  period 
which  does  not  in  fact  end  before  his  death  (1)  the  possession  or 
enjoyment  of,  or  the  right  to  the  income  from,  the  property,  or  (2)  the 
right,  either  alone  or  in  conjunction  with  any  person,  to  designate  the 
persons  who  shall  possess  or  enjoy  the  property  or  the  income  there- 
from ;  except  in  case  of  a  bona  fide  sale  for  an  adequate  and  full  con- 


sideration in  money  or  money's  worth.  Any  transfer  of  a  material 
part  of  his  property  in  the  nature  of  a  final  disposition  or  distribution 
thereof,  made  by  the  decedent  within  two  years  prior  to  his  death  with- 
out such  consideration,  shall,  unless  shown  to  the  contrary,  be  deemed 
to  have  been  made  in  contemplation  of  death  within  the  meaning  of 
this  title; 

(d)  (as  amended  by  section  401  of  the  Revenue  Act  of  1934,  and  by 
section  805(a)  of  the  Revenue  Act  of  1986)  (1)  To  the  extent  of 
any  interest  therein  of  which  the  decedent  has  at  any  time  made  a 
transfer  (except  in  case  of  a  bona-fide  sale  for  an  adequate  and  full 
consideration  in  money  or  money's  worth),  by  trust  or  otherwise, 
where  the  enjoyment  thereof  was  subject  at  the  date  of  his  death  to 
any  change  through  the  exercise  of  a  power  (in  whatever  capacity 
exercisable)  by  the  decedent  alone  or  by  the  decedent  in  conjunction 
with  any  other  person  (without  regard  to  when  or  from  what  source 
the  decedent  acquired  such  power),  to  alter,  amend,  revoke,  or  ter- 
minate, or  where  any  such  power  is  relinquished  in  contemplation  of 
decedent's  death. 

(2)  For  the  purposes  of  this  subdivision  the  power  to  alter,  amend, 
or  revoke  shall  be  considered  to  exist  on  the  date  of  the  decedent's 
death  even  though  the  exercise  of  the  power  is  subject  to  a  precedent 
giving  of  notice  or  even  though  the  alteration,  amendment,  or  revoca- 
tion takes  effect  only  on  the  expiration  of  a  stated  period  after  the 
exercise  of  the  power,  whether  or  not  on  or  before  the  date  of  the 
decedent's  death  notice  has  been  given  or  the  power  has  been  exer- 
cised. In  such  cases  proper  adjustment  shall  be  made  representing 
the  interests  which  would  have  been  excluded  from  the  power  if  the 
decedent  had  lived,  and  for  such  purpose  if  the  notice  has  not  been 
given  or  the  power  has  not  been  exercised  on  or  before  the  date  of 
his  death,  such  notice  shall  be  considered  to  have  been  given,  or  the 
power  exercised,  on  the  date  of  his  death. 

(3)  The  relinquishment  of  any  such  power,  not  admitted  or  shown 
to  have  been  in  contemplation  of  the  decedent's  death,  made  within 
two  years  prior  to  his  death  without  such  a  consideration  and  affect- 
ing the  interest  or  interests  (whether  arising  from  one  or  more  trans- 
fers or  the  creation  of  one  or  more  trusts)  of  any  one  beneficiary  of 
a  value  or  aggregate  value,  at  the  time  of  such  death,  in  excess  of 
$5,000,  then,  to  the  extent  of  such  excess,  such  relinquishment  or  re- 
linquishments shall,  unless  shown  to  the  contrary,  be  deemed  to  have 
been  made  in  contemplation  of  death  within  the  meaning  of  this 
title;     *     ♦    ♦ 

(i)  If  any  one  of  the  transfers,  trusts,  interests,  rights,  or  powers, 
enumerated  and  described  in  subdivisions  (c),  (d),  and  (f)  of  this 
section  is  made,  created,  exercised,  or  relinquished  for  a  consideration 
in  money  or  money's  worth,  but  is  not  a  bona  fide  sale  for  an  adequate 
and  full  consideration  in  money  or  money's  worth,  there  shall  be 
included  in  the  gross  estate  only  the  excess  of  the  fair  market  value 
at  the  time  of  death  of  the  property  otherwise  to  be  included  on 
account  of  such  transaction,  over  the  value  of  the  consideration  received 
therefor  by  the  decedent. 

Sec.  303.  (d)  (as  amended  by  section  804  of  the  Revenue  Act  of  1932) 
•  *  *  For  the  purposes  of  this  title,  a  relinquishment  or  promised 
relinquishment  of  dower,  curtesy,  or  of  a  statutory  estate  created  in 
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lieu  of  dower  or  curtesy,  or  of  other  marital  rights  in  the  decedent's 
property  or  estate,  shall  not  be  considered  to  any  extent  a  consideration 
"in  money  or  money's  worth". 
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Sec.  302.   (c)   (as  originally  enacted)  To  the  extent  of  any  interest 
therein  of  which  the  decedent  has  at  any  time  made  a  transfer,  by 
trust  or  otherwise,  in  contemplation  of  or  intended  to  take  effect  in 
possession  or  enjoyment  at  or  after  his  death,  except  in  case  of  a  bona 
fide  sale  for  an  adequate  and  full  consideration  in  money  or  money's 
worth.    Where  within  two  years  prior  to  his  death  but  after  the  enact- 
ment of  this  Act  and  without  such  a  consideration  the  decedent  has 
made  a  transfer  or  transfers,  by  trust  or  otherwise,  of  any  of  his 
property,  or  an  interest  therein,  not  admitted  or  shown  to  have  been 
made  in  contemplation  of  or  intended  to  take  effect  in  possession  or 
enjoyment  at  or  after  his  death,  and  the  value  or  aggregate  value, 
at  the  time  of  such  death,  of  the  property  or  interest  so  transferred 
to  any  one  person  is  in  excess  of  $5,000,  then,  to  the  extent  of  such 
excess,  such  transfer  or  transfers  shall  be  deemed  and  held  to  have 
been  made  in  contemplation  of  death  within  the  meaning  of  this  title. 
Any  transfer  of  a  material  part  of  his  property  in  the  nature  of  a  final 
disposition  or  distribution  thereof,  made  by  the  decedent  within  two 
years  prior  to  his  death  but  prior  to  the  enactment  of  this  Act,  with- 
out such  consideration,  shall,  unless  shown  to  the  contrary,  be  deemed 
to  have  been  made  in  contemplation  of  death  within  the  meaning  of 
this  title; 

Joint  Resolution  of  March  3,  1931  (Public,  No.  131,  Seventy-first 
Congress)  : 

Resolved  hp  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the  first  sentence  of 
subdivision  (c)  of  section  302  of  the  Revenue  Act  of  1926  is  amended 
to  read  as  follows : 

"To  the  extent  of  any  interest  therein  of  which  the  decedent  has  at 
any  time  made  a  transfer,  by  trust  or  otherwise,  in  contemplation  of 
or  intended  to  take  effect  in  possession  or  enjoyment  at  or  after  his 
death,  including  a  transfer  under  which  the  transferor  has  retained 
for  his  life  or  any  period  not  ending  before  his  death  (1)  the  possession 
or  enjoyment  of,  or  the  income  from,  the  property  or  (2)  the  right  to 
designate  the  persons  who  shall  possess  or  enjoy  the  property  or  the 
income  therefrom ;  except  in  case  of  a  bona  fide  sale  for  an  adequate 
and  full  consideration  in  money  or  money's  worth." 

Sue.  302.  (d)  (as  originally  enacted)  To  the  extent  of  any  interest 
therein  of  which  the  decedent  has  at  any  time  made  a  transfer,  by 
trust  or  otherwise,  where  the  enjoyment  thereof  was  subject  at' the 
date  of  his  death  to  any  change  through  the  exercise  of  a  power,  either 
by  the  decedent  alone  or  in  conjunction  with  any  person,  to  alter, 
amend,  or  revoke,  or  where  the  decedent  relinquished  any  such  power 
in  contemplation  of  his  death,  except  in  case  of  a  bona  fide  sale  for  an 
adequate  and  full  consideration  in  money  or  money's  worth.  The 
relinquishment  of  any  such  power,  not  admitted  or  shown  to  have  been 
in  contemplation  of  the  decedent's  death,  made  within  two  years  prior 
to  his  death  but  after  the  enactment  of  this  Act  without  such  a  con- 
sideration and  affecting  the  interest  or  interests  (whether  arising  from 


one  or  more  transfers  or  the  creation  of  one  or  more  trusts)  of  any  one 
beneficiary  of  a  value  or  aggregate  value,  at  the  time  of  such  death, 
in  excess  of  $5,000,  then,  to  the  extent  of  such  excess,  such  relinquish- 
ment or  relinquishments  shall  be  deemed  and  held  to  have  been  made 
in  contemplation  of  death  within  the  meaning  of  this  title ; 

Sbo.  401.  Revenue  Act  of  1984. 

Section  302(d)  of  the  Revenue  Act  of  1928  is  amended  to  read  as 
follows : 

"(d)  (1)  To  the  extent  of  any  interest  therein  of  which  the  decedent 
has  at  any  time  made  a  transfer,  by  trust  or  otherwise,  where  the 
enjoyment  thereof  was  subject  at  the  date  of  his  death  to  any  change 
through  the  exercise  of  a  power,  either  by  the  decedent  alone  or  in  con- 
junction with  any  person,  to  alter,  amend,  or  revoke,  or  where  the 
decedent  relinquished  any  such  power  in  contemplation  of  his  death, 
except  in  case  of  a  bona  fide  sale  for  an  adequate  and  full  consideration 
in  money  or  money's  worth. 

"(2)  For  the  puri)oses  of  this  subdivision  the  power  to  alter,  amend, 
or  revoke  shall  be  considered  to  exist  on  the  date  of  the  decedent's 
death  even  though  the  exercise  of  the  power  is  subject  to  a  precedent 
giving  of  notice  or  even  though  the  alteration,  amendment,  or  revoca- 
tion takes  effect  only  on  the  expiration  of  a  stated  period  after  the 
exercise  of  the  power,  whether  or  not  on  or  before  the  date  of  the 
decedent's  death  notice  has  been  given  or  the  power  has  been  exercised. 
In  such  cases  proper  adjustment  shall  be  made  representing  the  inter- 
ests which  would  have  been  excluded  from  the  power  if  the  decedent 
had  lived,  and  for  such  purpose  if  the  notice  has  not  been  given  or  the 
power  has  not  been  exercised  on  or  before  the  date  of  his  death,  such 
notice  shall  be  considered  to  have  been  given,  or  the  power  exercised, 
on  the  date  of  his  death. 

"(3)  The  relinquishment  of  any  such  power,  not  admitted  or  shown  to 
have  been  in  contemplation  of  the  decedent's  death,  made  within  two 
years  prior  to  his  death  without  such  a  consideration  and  affecting  the 
interest  or  interests  (whether  arising  from  one  or  more  transfers  or  the 
creation  of  one  or  more  trusts)  of  any  one  beneficiary  of  a  value  or 
aggregate  value,  at  the  time  of  such  death,  in  excess  of  $5,000,  then, 
to  the  extent  of  such  excess,  such  relinquishment  or  relinquishments 
shall,  unless  shown  to  the  contrary,  be  deemed  to  have  been  made  in 
contemplation  of  death  within  the  meaning  of  this  title ;" 

Sec.  805.  Revenue  Act  of  1936. 

(a)  Section  302(d)(1)  of  the  Revenue  Act  of  1926,  as  amended,  is 
amended  to  read  as  follows : 

"(d)  (1)  To  the  extent  of  any  interest  therein  of  which  the  decedent 
has  at  any  time  made  a  transfer  (except  in  case  of  a  bona-fide  sale  for 
an  adequate  and  full  consideration  in  money  or  money's  worth),  by 
trust  or  otherwise,  where  the  enjoyment  thereof  was  subject  at  the  date 
of  his  death  to  any  change  through  the  exercise  of  a  power  (in  what- 
ever capacity  exercisable)  by  the  decedent  alone  or  by  the  decedent 
in  conjunction  with  any  other  person  (without  regard  to  when  or  from 
what  source  the  decedent  acquired  such  power),  to  alter,  amend,  re- 
voke, or  terminate,  or  where  any  such  power  is  relinquished  in  contem- 
plation of  decedent's  death." 

(b)  Except  in  the  case  of  transfers  made  after  the  date  of  the  enact- 
ment of  this  Act,  no  interest  of  the  decedent  of  which  he  has  made  a 
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transfer  shall  be  Included  in  the  gross  estate  under  such  section 
302(d)  (1)  unless  it  was  includible  under  such  section  before  its  amend- 
ment by  this  section. 

Art.  15.  Transfers  during  life. — The  following  classes  of  transfers 
made  by  the  decedent  prior  to  his  death,  whether  in  trust  or  other- 
wise, if  not  constituting  bona  fide  sales  for  an  adequate  and  full  con- 
sideration in  money  or  money's  worth,  are  subject  to  the  tax:  (1) 
transfers  in  contemplation  of  death  (see  article  16) ;  (2)  transfers  to 
the  extent  that  title  remained  in  the  decedent  at  the  time  of  his  death 
and  the  passing  thereof  was  conditioned  upon  his  death  (see  article 
17) ;  (3)  transfers  under  which  the  decedent  reserved  or  retained  (in 
whole  or  in  part)  the  use,  possession,  rents,  or  other  income  or  enjoy- 
ment of  the  transferred  property,  for  his  life,  or  for  a  period  not 
ascertainable  without  reference  to  his  death,  or  for  a  period  of  such 
duration  as  to  evidence  an  intention  that  it  should  extend  to  his 
death;  including  also  the  reservation  or  retention  of  the  use,  posses- 
sion, rents,  or  other  income,  the  actual  enjoyment  of  which  was  to 
await  the  termination  of  a  transferred  precedent  interest  or  estate 
(see  article  18) ;  (4)  transfers  under  which  the  decedent  retained  the 
right,  either  alone  or  in  conjunction  with  another  person  or  persons, 
to  designate  who  should  possess  or  enjoy  the  property  or  the  income 
therefrom  (see  article  19) ;  and  (5)  transfers  under  which  the  en- 
joyment of  the  transferred  property  was  subject  at  decedent's  death 
to  a  change  through  the  exercise,  either  by  the  decedent  alone  or  in 
conjunction  with  another  person  or  persons,  of  a  power  to  alter, 
amend,  revoke,  or  terminate,  or  such  a  power  was  relinquished  in  con- 
templation of  decedent's  death  (see  articles  20  and  21). 

The  value  of  transferred  property  includible  in  the  gross  estate  is 
the  value  thereof  at  the  date  of  decedent's  death,  or  if  the  executor  has 
duty  elected  pursuant  to  the  provisions  of  section  202  of  the  Revenue 
Act  of  1935  (by  which  section  subdivision  (j)  was  added  to  section 
302  of  the  Revenue  Act  of  1926,  as  amended)  to  have  the  value  of  the 
gross  estate  determined  as  of  the  dates  therein  prescribed,  then  the 
value  will  be  that  as  of  the  applicable  date  or  dates  so  prescribed 
(see  article  11).  If  a  portion  only  of  the  property  was  so  transferred 
as  to  come  within  the  terms  of  the  statute,  only  a  corresponding  pro- 
portion of  the  value  of  the  property  should  be  included  in  ascertain- 
ing the  value  of  the  gross  estate.  If  the  transferee  has  made  addi- 
tions to  the  property,  or  betterments,  the  enhanced  value  of  the 
property  due  thereto  should  not  be  included. 

To  constitute  a  bona  fide  sale  for  an  adequate  and  full  considera- 
tion in  money  or  money's  worth  the  transfer  must  have  been  made  in 
good  faith,  and  the  price  must  have  been  an  adequate  and  full  equiva- 
lent reducible  to  a  money  value.  If  the  price  was  less  than  such  a 
consideration,  only  the  excess  of  the  fair  market  value  of  tbe  property 
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(as  of  the  date  of  decedent's  death,  or  as  of  the  applicable  date  under 
such  an  election  as  is  mentioned  in  the  last  preceding  paragraph) 
over  the  price  received  by  the  decedent  should  be  included  in  ascer- 
taining the  value  of  the  gross  estate.  For  the  purposes  of  the  tax  a 
relinquishment  or  promised  relinquishment  of  dower,  curtesy,  or  of 
a  statutory  estate  created  in  lieu  of  dower  or  curtesy,  or  of  other 
marital  rights  in  decedent's  property  or  estate,  is  not  to  any  extent 
a  consideration  in  money  or  money's  worth. 

In  case  a  transfer,  by  trust  or  otherwise,  was  made  by  a  written 
instrument,  duplicate  copies  thereof  should  be  filed  with  the  return. 
If  of  public  record,  one  of  the  copies  should  be  certified;  if  not  of 
record,  one  copy  should  be  verified.  If  the  decedent  was  a  nonresi- 
dent, only  one  copy,  certified  or  verified,  need  be  filed. 

All  transfers  made  by  the  decedent  during  his  life  of  an  amount 
of  $5,000  or  more,  except  bona  fide  sales  for  an  adequate  and  fuU 
consideration  in  money  or  money's  worth,  must  be  disclosed  in  the 
return,  whether  the  executor  regards  such  transfers  as  subject  to  the 
tax  or  not.  If  the  executor  believes  that  such  a  transfer  is  not  subject 
to  the  tax  a  brief  statement  of  the  pertinent  facts  should  be  made. 

Art.  16.  Transfers  in  contemplation  of  death. — Transfers  in  contem- 
plation of  death  made  by  the  decedent  after  September  8,  1916,  other 
than  bona  fide  sales  for  an  adequate  and  full  consideration  in  money 
or  money's  worth,  must  be  included  in  the  gross  estate.  A  transfer 
in  contemplation  of  death  is  subject  to  the  tax  although  the  decedent 
parted  absolutely  and  immediately  with  his  title  to,  and  possession 
and  enjoyment  of,  the  property. 

A  transfer  in  contemplation  of  death  is  a  disposition  of  property 
prompted  by  the  thought  of  death.  The  phrase  "contemplation  of 
death"  as  used  in  the  statute  is  not  limited  to  contemplation  of  immi- 
nent death  or  to  an  apprehension  that  death  is  near  at  hand.  Death 
must  be  "contemplated,"  that  is,  the  motive  which  induces  the  transfer 
must  be  such  that  leads  to  testamentary  disposition.  A  gift  inter  vivos 
which  springs  from  a  motive  essentially  associated  with  life  rather 
than  with  death  is  not  made  in  contemplation  of  death. 

As  the  phrase  "transfer  in  contemplation  of  death"  is  applicable 
to  many  varying  transactions,  the  circumstances  of  each  case  must 
be  examined  to  ascertain  the  motive  which  induced  the  decedent  to 
make  the  transfer.  If  the  transfer  results  from  mixed  motives,  one  of 
which  is  the  thought  of  death,  the  more  compelling  motive  controls. 
A  condition  of  the  mind  or  body  of  the  transferor  (whether  occasioned 
by  old  age  or  disease)  which  naturally  prompts  a  testamentary  dispo- 
sition to  a  proper  object  of  his  bounty,  will  be  considered  a  decisive 
test  of  contemplation  of  death  in  the  absence  of  proof  of  the  existence 
of  purposes  associated  with  life  as  the  dominant  motive  for  the 
transfer. 
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Any  transfer  without  an  adequate  and  full  consideration  in  money 
or  money's  worth,  made  by  the  decedent  within  two  years  of  his  death, 
of  a  material  part  of  his  property  in  the  nature  of  a  final  disposition 
or  distribution  thereof,  is,  unless  shown  to  the  contrary,  deemed  to 
have  been  made  in  contemplation  of  death.  This  provision  applies 
even  though  the  decedent  died  subsequent  to  the  effective  date  of  the 
Kevenue  Act  of  1926  and  prior  to  the  effective  date  of  the  Revenue  Act 
of  1932. 

If  the  executor  contends  that  the  value  of  a  transfer  of  $5,000  or 
more  made  by  the  decedent  subsequent  to  September  8,  1916,  should 
not  be  included  in  the  gross  estate  because  he  considers  that  such 
transfer  was  not  made  in  contemplation  of  death,  he  should  file  sworn 
statements  with  the  return,  in  duplicate,  of  all  the  material  facts  and 
circumstances,  including  those  directly  or  indirectly  indicating  the 
decedent's  motive  in  making  the  transfer  and  his  mental  and  physical 
condition  at  that  time,  and  one  copy  of  the  death  certificate. 

The  fact  that  a  gift  was  made  as  an  advancement  to  be  taken  into 
account  upon  the  final  distribution  of  the  decedent's  estate  is  not,  in 
and  of  itself,  determinative  of  its  taxability.    (See  article  15.) 

Art.  17.  Transfers  conditioned  upon  survivorship.— The  statutory 
phrase,  "a  transfer  *  *  ♦  intended  to  take  effect  in  possession 
or  enjoyment  at  or  after  his  death,"  includes  a  transfer  by  the  dece- 
dent (other  than  a  bona  fide  sale  for  an  adequate  and  full  considera- 
tion in  money  or  money's  worth)  whereby  and  to  the  extent  that  the 
beneficial  title  to  the  property  (if  the  transfer  was  in  trust),  or  the 
legal  title  thereto  (if  the  transfer  was  otherwise  than  in  trust), 
remained  in  the  decedent  at  the  time  of  his  death  and  the  passing 
thereof  was  subject  to  the  condition  precedent  of  his  death.  If  the 
tax  applies,  it  does  so  without  regard  to  the  time  of  the  transfer, 
whether  before  or  after  the  enactment  of  the  Revenue  Act  of  1916. 

On  the  other  hand,  if,  as  a  result  of  the  transfer,  there  remained 
in  the  decedent  at  the  time  of  his  death  no  title  or  interest  in  the 
transferred  property,  then  no  part  of  the  property  is  to  be  included 
in  the  gross  estate  merely  by  reason  of  a  provision  in  the  instrument 
of  transfer  to  the  effect  that  the  property  was  to  revert  to  the  dece- 
dent upon  the  predecease  of  some  other  person  or  persons  or  the 
happening  of  some  other  event.     (See  article  15.) 

Art.  18.  Transfers  with  possession  or  enjoyment  retained. — (a)  Trans- 
fers  included.— The  statutory  phrase,  "a  transfer  *  *  *  in- 
tended to  take  effect  in  possession  or  enjoyment  at  or  after  his  death," 
includes  a  transfer,  whether  in  trust  or  otherwise,  made  subject  to 
the  reservation  or  retention  by  the  decedent  of  the  use,  or  the  pos- 
session, or  the  rents  or  other  income  or  enjoyment  of  the  transferred 
property,  or  any  part  thereof,  for  his  life,  or  for  a  period  not  ascer- 
tainable without  reference  to  his  death,  or  for  such  a  period  as  to 
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evidence  his  intention  that  it  should  extend  at  least  for  the  duration 
of  his  life;  including  also  the  reservation  or  retention  of  the  use, 
possession,  rents,  or  other  income  the  actual  enjoyment  of  which,  by 
the  decedent,  was  to  be  postponed  until  the  termination  of  a  trans- 
ferred precedent  interest  or  estate.     (See  article  15.) 

If  for  any  such  period  the  use,  possession,  rents,  or  other  income 
(in  whole  or  in  part)  were  to  be  disposed  of  in  discharge  of  a  legal 
obligation  of  the  decedent  or  otherwise  for  his  pecuniary  benefit, 
then  to  that  extent  the  use,  possession,  rents,  or  other  income  will  be 
treated  as  having  been  reserved  to  or  retained  by  the  decedent. 

(h)  Taxability/, — Every  such  transfer  (not  amounting  to  a  bona 
fide  sale  for  an  adequate  and  full  consideration  in  money  or  money's 
worth),  made  by  the  decedent  subsequent  to  September  8,  1916,  is 
taxable,  and  the  value  of  the  property  or  interest  so  transferred  shall 
be  included  in  the  gross  estate  of  the  decedent.  The  provisions  of 
this  subdivision  do  not  apply  (1)  if  the  transfer  was  made  prior  to 
10.30  p.  m.,  eastern  standard  time,  March  3,  1931,  and  (2)  if  the 
decedent  died  prior  to  5  p.  m.,  eastern  standard  time,  June  6,  1932. 
See  section  506  of  the  Revenue  Act  of  1934. 

Art.  19.  Transfers  with  right  retained  to  designate  who  shall  possess  or 
enjoy. — (a)  Transfers  included. — The  statutory  phrase,  "a  trans- 
fer *  *  *  intended  to  take  effect  in  possession  or  enjoyment  at 
or  after  his  death,"  includes  a  transfer,  by  trust  or  otherwise,  in  con- 
nection with  which  the  decedent  reserved  or  retained,  either  to  him- 
self alone  or  in  conjunction  with  any  other  person  or  persons,  the 
right  during  his  life,  or  for  a  period  not  ascertainable  without  refer- 
ence to  his  death,  or  for  such  a  period  as  to  evidence  an  intention 
that  the  right  should  continue  for  at  least  the  duration  of  his  life, 
to  designate  the  person  or  persons  who  should  possess  or  enjoy  the 
transferred  property  (in  whole  or  in  part),  or  any  of  the  income 
thereof.     (See  article  15.) 

(h)  Taxability. — If  the  transfer  was  not  a  bona  fide  sale  for  an 
adequate  and  full  consideration  in  money  or  money's  worth,  the 
property  or  the  interest  or  interests  therein  so  transferred  shall  be 
included  in  the  gross  estate  if  falling  within  any  one  of  the  following 
paragraphs : 

(1)  Regardless  of  when  the  transfer  w^as  made,  if  decedent  died 
after  the  enactment  of  the  Revenue  Act  of  1916  (September  8,  1916), 
and  the  right  to  so  designate  was  reserved  at  the  time  of  the  transfer 
and  was  subject  to  such  an  exercise  as  would  determine  the  ultimate 
disposition  of  the  property  or  of  an  interest  or  interests  therein,  and 
such  right  was  exercisable  by  the  decedent  alone  or  in  conjunction 
with  a  person  or  persons  having  no  substantial  adverse  interest  or 
interests  in  the  property,  or  if  exercisable  in  conjunction  with  a  per- 
son having  a  substantial  adverse  interest  or  with  several  persons 
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some  or  all  of  whom  held  such  an  adverse  interest,  then  to  the  extent 
of  any  interest  or  interests  held  by  a  person  or  persons  not  required 
to  join  in  the  exercise  of  the  right  and  any  adverse  interest  which 
was  not  substantial. 

(2)  When  the  transfer  was  made  after  the  enactment  of  the  Reve- 
nue Act  of  1916  (September  8,  1916)  and  the  decedent  died  after  the 
enactment  of  the  Revenue  Act  of  1932  (5  p.  m.,  eastern  standard  time, 
June  6,  1932),  or  the  transfer  was  made  and  the  decedent  died  after 
10.30  p.  m.,  eastern  standard  time,  March  3,  1931,  and  the  right  to  so 
designate  was  reserved  at  the  time  of  the  transfer  and  was  not  subject 
to  such  an  exercise  as  would  determine  the  ultimate  disposition  of 
the  property  or  of  an  interest  or  interests  therein,  but  was  limited 
to  a  designation  of  the  person  or  persons  who  should  possess  or  enjoy 
the  property  or  the  income  therefrom  (in  whole  or  in  part)  for  the 
period  of  decedent's  life,  or  for  a  period  not  ascertainable  without 
reference  to  his  death,  or  for  a  period  of  such  duration  as  to  evi- 
dence an  intent  that  it  should  extend  for  the  remainder  of  decedent's 
life,  and  such  right  was  exercisable  by  the  decedent  alone  or  in  con- 
junction with  a  person  or  persons  having  no  substantial  adverse 
interest  or  interests  in  the  transferred  property,  or  if  exercisable  in 
conjunction  with  a  person  having  a  substantial  adverse  interest  or 
with  several  persons  some  or  all  of  whom  held  such  an  adverse  in- 
terest, then  to  the  extent  of  any  interest  or  interests  held  by  a  person 
or  persons  not  required  to  join  in  the  exercise  of  the  right  and  of  any 
adverse  interest  which  was  not  substantial. 

(3)  When  the  transfer  was  made  and  decedent  died  after  the  enact- 
ment of  the  Revenue  Act  of  1932  (5  p.  m.,  eastern  standard  time,  June 
6,  1932)  and  the  right  to  so  designate  was  reserved  at  the  time  of  the 
transfer,  whether  exercisable  by  decedent  alone  or  in  conjunction 
with  a  person  or  persons  having  or  not  having  a  substantial  adverse 
interest  or  interests  in  the  transferred  property,  or  in  conjunction 
with  persons  one  or  more  of  whom  had  and  one  or  more  of  whom  had 
not  such  an  adverse  interest. 

As  used  in  this  article,  the  expression  "reserved  at  the  time  of  the 
transfer"  includes  any  understanding,  expressed  or  implied,  had  in 
connection  with  the  making  of  the  transfer  that  the  right  to  designate 
the  person  or  persons  who  should  possess  or  enjoy  the  property  or  the 
income  therefrom  should  later  be  created  or  conferred. 

Art.  20.  Transfers  with  power  to  change  the  enjoyment. — (a)  Trans- 
fers included. — Subdivision  (d)  of  section  302  of  the  Revenue  Act  of 
1926,  as  amended,  embraces  a  transfer  by  trust  or  otherwise  (if  not 
amounting  to  a  bona  fide  sale  for  an  adequate  and  full  consideration 
in  money  or  money's  worth)  when  at  the  time  of  decedent's  death 
the  enjoyment  of  the  transferred  property,  or  some  part  thereof  or 


interest  therein,  was  subject  to  any  change  through  a  power  exer- 
cisable either  by  the  decedent  alone,  or  by  him  in  conjunction  with 
some  other  person  or  persons,  to  alter,  or  amend,  or  revoke,  or  ter- 
minate.   (See  article  15.) 

The  addition  to  the  subdivision,  by  section  805  of  the  Revenue  Act 
of  1936,  of  the  phrase  to  the  effect  that  it  is  not  material  in  what 
capacity  the  power  was  subject  to  exercise  by  the  decedent  or  by  the 
other  person  or  persons  in  conjunction  with  the  decedent,  is  consid- 
ered as  merely  declaratory  of  the  meaning  of  the  subdivision  prior 
to  the  addition  of  the  phrase. 

The  second  phrase  added  by  amendment  in  1936  (namely,  "with- 
out regard  to  when  or  from  what  source  the  decedent  acquired  such 
power")  is  not  considered  declaratory  of  the  meaning  of  the  sub- 
division prior  to  the  amendment  in  a  case  in  which  no  one  of  the 
powers  enumerated  in  the  subdivision  was  reserved  at  the  time  of  the 
making  of  the  transfer,  but  one  or  more  thereof  was  conferred  sub- 
sequent thereto  (whatever  the  source  from  which  conferred)  without 
any  understanding,  expressed  or  implied,  had  in  connection  with  the 
making  of  the  transfer  that  such  power  or  powers  should  be  later 
conferred. 

The  third  change  made  in  the  subdivision  by  the  Revenue  Act  of 
1936  consisted  of  the  addition  of  the  words  "or  terminate"  following 
the  words  "to  alter,  amend,  revoke."  Such  addition  is  considered 
but  declaratory  of  the  meaning  of  the  subdivision  prior  to  the  amend- 
ment. A  power  to  terminate  capable  of  being  so  exercised  as  to 
revest  in  the  decedent  the  ownership  of  the  transferred  property  or 
an  interest  therein,  or  as  otherwise  to  inure  to  his  benefit  or  the 
benefit  of  his  estate,  is,  to  that  extent,  the  equivalent  of  a  power  to 
"revoke,"  and  when  otherwise  so  exercisable  as  to  effect  a  change  in 
the  enjoyment,  is  the  equivalent  of  a  power  to  "alter." 

(h)  Taxability, — The  property  or  the  interest  or  interests  therein 
so  transferred  shall  be  included  in  the  gross  estate  if  coming  within 
any  one  of  the  following  paragraphs: 

(1)  Regardless  of  when  the  transfer  was  made,  if  the  decedent 
died  after  the  enactment  of  the  Revenue  Act  of  1916  (September  8, 
1916),  and  the  power  was  reserved  at  the  time  of  the  transfer  and 
was  exercisable  by  the  decedent  alone  or  in  conjunction  with  a  per- 
son or  persons  having  no  substantial  adverse  interest  or  interests  in 
the  transferred  property,  or  if  exercisable  in  conjunction  with  a 
person  having  a  substantial  adverse  interest  or  with  several  persons 
some  or  all  of  whom  held  such  an  adverse  interest,  then  to  the  extent 
of  any  interest  or  interests  held  by  a  person  or  persons  not  required 
to  join  in  the  exercise  of  the  power  and  any  adverse  interest  which 
was  not  substantial. 
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(2)  When  the  transfer  was  made  after  the  enactment  of  the  Reve- 
nue Act  of  1924  (4.01  p.  m.,  eastern  standard  time,  June  2,  1924) 
and  before  the  amendment  of  the  subdivision  by  the  Revenue  Act  of 
1936  became  effective  (June  23,  1936),  and  the  decedent's  death 
occurred  at  any  time  subsequent  to  the  transfer,  and  the  power  was 
reserved  at  the  time  of  the  transfer  and  was  exercisable  by  the 
decedent  alone  or  in  conjunction  with  a  person  or  persons  either 
having  or  not  having  a  substantial  adverse  interest  or  interests  in 
the  transferred  property,  or  in  conjunction  with  persons  one  or  more 
of  whom  had  and  one  or  more  of  whom  had  not  such  an  adverse 
interest. 

(8)  When  the  transfer  was  made  and  the  decedent  died  after  June 
22,  1996  (the  date  of  the  enactment  of  the  Revenue  Act  of  1936), 
and  the  power  was  either  reserved  at  the  time  of  the  transfer  or 
later  created  or  conferred,  without  regard  to  the  source  from  which 
the  power  was  acquired,  and  whether  exercisable  by  the  decedent 
alone  or  in  conjunction  with  a  person  or  persons  either  having  or 
not  having  a  substantial  adverse  interest  or  interests  in  the  trans- 
ferred property,  or  in  conjunction  with  persons  one  or  more  of  whom 
had  and  one  or  more  of  whom  had  not  such  an  adverse  interest. 

As  used  in  this  and  in  the  next  succeeding  article,  the  expression 
"reserved  at  the  time  of  the  transfer"  refers  to  a  power  which,  hav- 
ing been  reserved  when  the  transfer  was  made,  continued  to  the  date 
of  decedent's  death  (see  the  paragraph  next  following  as  to  the 
conditions  under  which  the  power  will  be  considered  as  existent  at 
decedent's  death)  to  be  exercisable  by  decedent  alone  or  by  him 
in  conjunction  with  some  other  person  or  persons,  and  includes  any 
understanding,  expressed  or  implied,  had  in  connection  with  the 
making  of  the  transfer  that  the  power  should  later  be  created  or 
conferred. 

The  power  to  alter,  amend,  revoke,  or  terminate  will  be  considered 
to  have  existed  on  the  date  of  the  decedent's  death,  though  the  exer- 
cise of  the  power  was  subject  to  a  precedent  giving  of  notice,  or 
though  the  alteration,  amendment,  revocation,  or  termination  would 
take  effect  only  on  the  expiration  of  a  stated  period  after  the  exer- 
cise of  the  power,  whether  or  not  on  or  before  the  date  of  the 
decedent's  death  notice  had  been  given  or  the  power  had  been  exer- 
cised, or  though  the  exercise  of  the  power  was  restricted  to  a  particu- 
lar time  or  the  happening  of  a  particular  event  which  had  not 
arrived  or  occurred  at  decedent's  death.  When  determining  the  value 
of  the  gross  estate  in  such  cases  the  full  value  of  the  property  trans- 
ferred subject  to  the  power  should  be  discounted  for  the  period  re- 
quired to  elapse  between  the  date  of  decedent's  death  and  the  date 
upon  which  the  alteration,  amendment,  revocation,  or  termination 
could  take  effect.     (See  article  10(^)  (3).) 


The  provisions  of  this  article  do  not  apply  to  a  transfer  when  the 
power  may  be  exercised  only  with  the  consent  of  all  parties  having 
an  interest,  vested  or  contingent,  in  the  transferred  property,  and 
the  power  adds  nothing  to  the  rights  of  the  parties  as  conferred 
by  the  applicable  local  law. 

Art.  21.  Power  relinquished  in  contemplation  of  death. — If  the  dece- 
dent had  previously  held,  either  alone  or  in  conjunction  with  an- 
other person  or  persons,  a  power  to  alter,  or  amend,  or  revoke,  or 
terminate  a  transfer  made  by  him,  and  the  power  was  subsequently 
relinquished  in  contemplation  of  the  decedent's  death  (the  relin- 
quishment not  amounting  to  a  bona  fide  sale  for  an  adequate  and  full 
consideration  in  money  or  money's  worth),  then  to  the  extent  that 
the  transferred  property  or  any  interest  therein  had  been  subject  to 
such  relinquished  power  it  is  to  be  included  in  the  gross  estate 
if  coming  within  any  one  of  the  following  paragraphs : 

(1)  Regardless  of  when  the  transfer  was  made,  if  the  power  was 
reserved  at  the  time  of  the  transfer  and  was  relinquished  and  the 
decedent  died  after  the  enactment  of  the  Revenue  Act  of  1916 
(September  8,  1916),  and  the  power  was  exercisable  by  the  decedent 
alone  or  in  conjunction  with  a  person  or  persons  having  no  substan- 
tial adverse  interest  or  interests  in  the  transferred  property,  or  if 
exercisable  in  conjunction  with  a  person  having  a  substantial  ad- 
verse interest  or  with  several  persons  some  or  all  of  whom  held 
such  an  adverse  interest,  then  to  the  extent  of  any  interest  or  in- 
terests held  by  a  person  or  persons  not  required  to  join  in  the 
exercise  of  the  power  and  any  adverse  interest  which  was  not 
substantial. 

(2)  When  the  transfer  was  made  after  the  enactment  of  the  Rev- 
enue Act  of  1924  (4.01  p.  m.,  eastern  standard  time,  June  2,  1924) 
and  before  the  amendment  of  the  subdivision  by  the  Revenue  Act 
of  1936  became  effective  (June  23,  1936),  and  the  power  was  re- 
served at  the  time  of  the  transfer  and  its  relinquishment  and  the 
decedent's  death  subsequently  occurred,  and  the  power  was  exercis- 
able by  the  decedent  alone  or  in  conjunction  with  a  person  or 
persons  either  having  or  not  having  a  substantial  adverse  interest  or 
interests  in  the  transferred  property,  or  in  conjunction  with  per- 
sons one  or  more  of  whom  had  and  one  or  more  of  whom  had  not 
such  an  adverse  interest. 

(3)  When  the  transfer  was  made  after  June  22,  1936  (the  date 
of  the  enactment  of  the  Revenue  Act  of  1936),  and  the  relinquish- 
ment of  the  power  and  the  decedent's  death  subsequently  occurred, 
and  the  power  was  either  reserved  at  the  time  of  the  transfer  or 
later  created  or  conferred,  without  regard  to  the  source  from  which 
the  power  was  acquired,  and  whether  exercisable  by  the  decedent 
alone  or  in  conjunction  with  a  person  or  persons  either  having  or  not 


58 


59 


having  a  substantial  adverse  interest  or  interests  in  the  transferred 
property,  or  in  conjunction  with  persons  one  or  more  of  whom  had 
and  one  or  more  of  whom  had  not  such  an  adverse  interest. 

Within  the  meaning  of  this  article,  it  is  essential  to  a  relinquish- 
ment of  a  power  which  is  exercisable  by  the  decedent  in  conjunc- 
tion with  another  person  or  persons  that  the  relinquishment  by  such 
other  person  or  persons  operates  as  a  complete  relinquishment  of 
the  power. 

If  the  relinquishment  be  not  admitted  or  shown  to  have  been  in 
contemplation  of  decedent's  death,  but  occurred  within  two  years 
prior  to  such  death,  and  affected  the  interest  or  interests  (whether 
arising  from  one  or  more  transfers  or  the  creation  of  one  or  more 
trusts)  of  any  one  beneficially  of  a  value  or  aggregate  value  in 
excess  of  $5,000  (as  of  the  date  of  decedent's  death,  or  as  of  the 
applicable  date  under  such  an  election  as  is  referred  to  in  the  sec- 
ond paragraph  of  article  15)  then,  to  the  extent  of  such  excess,  the 
relinquishment  will  be  deemed,  unless  shown  to  the  contrary,  to  have 
been  in  contemplation  of  decedent's  death.     (See  article  15.) 

GROSS  ESTATE-PROPERTY  HELD  JOINTLY 

Sec.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or 
personal,  tangible  or  intangible,  wherever  situated,  except  real  prop- 
erty situated  outside  the  United  States —    *     *     * 

(e)  To  the  extent  of  the  interest  therein  held  as  joint  tenants  by 
the  decedent  and  any  other  i)erson,  or  as  tenants  by  the  entirety 
by  the  decedent  and  spouse,  or  deposited,  with  any  person  carrying 
on  the  banking  business,  in  their  joint  names  and  payable  to  either 
or  the  survivor,  except  such  part  thereof  as  may  be  shown  to  have 
originally  belonged  to  such  other  person  and  never  to  have  been  re- 
ceived or  acquired  by  the  latter  from  the  decedent  for  less  than  an 
adequate  and  full  consideration  in  money  or  money's  worth :  Provided, 
That  where  such  property  or  any  part  thereof,  or  part  of  the  con- 
sideration with  which  such  property  was  acquired,  is  shown  to  have 
been  at  any  time  acquired  by  such  other  person  from  the  decedent  for 
less  than  an  adequate  and  full  consideration  in  money  or  money's 
worth,  there  shall  be  excepted  only  such  part  of  the  value  of  such 
proi)erty  as  is  proportionate  to  the  consideration  furnished  by  such 
other  person:  Provided  further,  That  where  any  property  has  been 
acquired  by  gift,  bequest,  devise,  or  inheritance,  as  a  tenancy  by  the 
entirety  by  the  decedent  and  spouse,  then  to  the  extent  of  one-half 
of  the  value  thereof,  or,  where  so  acquired  by  the  decedent  and  any 
other  person  as  joint  tenants  and  their  interests  are  not  otherwise 
specified  or  fixed  by  law,  then  to  the  extent  of  the  value  of  a  fractional 
part  to  be  determined  by  dividing  the  value  of  the  property  by  the 
number  of  joint  tenants;     *    *     * 

SiX7.  303.  (d)  (as  amended  by  section  804  of  the  Revenue  Act  of 
1932)  *  *  *  For  the  purposes  of  this  title,  a  relinquishment  or 
promised  relinquishment  of  dower,  curtesy,  or  of  a  statutory  estate 


created  in  lieu  of  dower  or  curtesy,  or  of  other  marital  rights  in  the 
decedent's  property  or  estate,  shall  not  be  considered  to  any  extent  a 
consideration  "in  money  or  money's  worth." 

Art.  22.  Property  held  jointly  or  as  tenants  by  the  entirety. — ^The  f ore- 
croing  provisions  of  the  statute  extend  to  joint  ownerships  wherein 
the  right  of  survivorship  exists,  regardless  of  when  such  ownerships 
were  created.  The  statute  specifically  reaches  property  held  jointly 
by  the  decedent  and  any  other  person  or  persons,  or  by  the  decedent 
and  spouse  as  tenants  by  the  entirety,  or  deposited  with  any  person 
or  institution  carrying  on  a  banking  business  in  the  name  of  the 
decedent  and  any  other  person  and  payable  to  either  or  the  survivor, 
provided  the  decedent  contributed  toward  the  acquisition  of  the 
property  so  held  or  deposited,  or  acquired  it  by  gift,  bequest,  devise, 
or  inheritance.  Section  302(e),  as  amended,  applies  to  all  classes  of 
property,  whether  real  or  personal,  in  the  case  the  survivor  takes  the 
entire  interest  therein  by  right  of  survivorship,  and  no  interest 
therein  forms  a  part  of  the  decedent's  estate  for  purposes  of  admin- 
istration. It  has  no  reference  to  property  held  by  the  decedent  and 
any  other  person  or  persons  as  tenants  in  common. 

Art.  23.  Taxable  portion. — The  entire  property  is  prima  facie  a  part 
of  the  decedent's  gross  estate.  But  it  is  not  the  intent  of  the  statute 
that  there  should  be  so  included  a  greater  part  or  proportion  thereof 
than  is  represented  by  an  outlay  of  funds,  which,  in  the  first  instance, 
were  decedent's  own,  or  more  than  a  fractional  part  equal  to  that 
of  the  other  joint  owner  should  neither  have  parted  with  any  con- 
sideration in  its  acquirement.  Facts,  which  in  a  given  case  bring 
it  within  any  one  of  the  exceptions  enumerated  in  the  statute,  may 
be  submitted  by  the  executor. 

Wliether  the  entire  property,  or  only  a  part,  or  none  of  it,  enters 
into  the  make-up  of  the  gross  estate  depends  upon  the  following 
considerations:  (1)  So  much  of  the  property  (whether  the  whole,  or 
a  part  thereof)  as  originally  belonged  to  the  other  joint  owner,  and 
which  at  no  time  in  the  past  had  been  received  or  acquired  by  the 
latter  from  the  decedent  for  less  than  an  adequate  and  full  consid- 
eration in  money  or  money's  worth,  forms  no  part  of  the  decedent's 
gross  estate.  (2)  If  the  facts  are  otherwise  the  same  as  in  (1),  but 
the  decedent  paid  to  such  other  joint  owner  a  consideration  for  the 
interest  by  him  (the  decedent)  acquired  in  the  property,  then  such 
portion  of  the  property,  proportionate  to  the  consideration  so  paid, 
constitutes  a  part  of  the  gross  estate.  (3)  If  the  property,  or  a  part 
thereof,  or  a  part  of  the  consideration  wherewith  it  was  acquired, 
had  at  any  time  been  acquired  by  the  other  joint  owner  from  the 
decedent  as  a  gift,  or  for  less  than  an  adequate  and  full  consideration 
in  money  or  money's  worth,  then  such  portion  of  the  entire  property, 
proportionate  to  the  consideration,  if  any,  which  in  the  first  instance 
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was  paid  from  such  other  joint  owner's  own  funds,  forms  no  part  of 
the  gross  estate.  (4)  If  the  property  was  acquired  by  the  decedent 
and  his  or  her  surviving  spouse  as  tenants  by  the  entirety  by  gift, 
will,  or  inheritance,  then  but  one-half  of  the  property  becomes  a 
part  of  the  gross  estate.  (5)  If  acquired  by  the  decedent  and  the 
other  joint  owner  as  joint  tenants  by  gift,  will,  or  inheritance,  and 
their  interests  are  not  otherwise  specified  or  fixed  by  law,  then  one- 
half  only  of  the  property  is  a  part  of  the  gross  estate;  or,  if  so 
acquired  by  the  decedent  and  two  or  more  persons,  and  the  interests 
of  the  several  joint  tenants  are  not  otherwise  determinable,  then 
the  decedent  and  the  other  joint  tenants  surviving  him  shall  each 
be  deemed  the  owner  of  an  equal  fractional  part,  and  one  only  of 
such  fractional  parts  is  to  be  included  in  the  gross  estate. 

The  following  are  given  as  illustrative:  (a)  If  the  decedent 
furnished  the  entire  purchase  price,  the  entire  property  should  be 
included  in  the  gross  estate;  (b)  if  the  decedent  furnished  a  part 
only  of  the  purchase  price,  only  a  corresponding  portion  of  the 
property  should  be  so  included;  (c)  if  the  decedent,  prior  to  the 
acquisition  of  the  property  by  himself  and  the  other  joint  owner, 
gave  the  latter  a  sum  of  money  which  later  constituted  such  other 
joint  owner's  entire  contribution  to  the  purchase  price  of  the  prop- 
erty, the  entire  property  should  be  included;  (d)  it  the  other  joint 
owner,  prior  to  the  acquirement  of  the  property,  received  from  the 
decedent,  for  less  than  an  adequate  and  full  consideration  in  money 
or  money's  worth,  property  which  thereafter  became,  as  such,  or  in 
a  converted  form,  part  of  the  purchase  price  of  the  property,  the 
value  of  the  property  to  be  included  is  to  be  reduced  proportionately 
to  the  consideration  furnished  by  the  other  joint  owner  in  the  original 
transaction;  (e)  if  the  decedent  furnished  no  part  of  the  purchase 
price,  no  part  of  the  property  should  be  included;  (/)  if  the  de- 
cedent and  spouse  acquired  the  property  by  will  as  tenants  by  the 
entirety,  one-half  of  the  projjerty  should  be  included. 

For  the  purposes  of  the  estate  tax,  a  relinquishment  or  promised 
relinquishment  of  dower,  curtesy,  or  of  a  statutory  estate  created  in 
lieu  of  dower  or  curtesy,  or  of  other  marital  rights  in  the  decedent's 
property  or  estate,  is  not  to  any  extent  a  consideration  in  money  or 
money's  worth. 

GROSS  ESTATE— PROPERTY  PASSING  UNDER  POWER  OF 

APPOINTMENT 

Sec.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or 
personal,  tangible  or  intangible,  wherever  situated,  except  real  prop- 
erty situated  outside  the  United  States —    *    *    * 


61 

(f)  (as  amended  by  section  803  (b)  of  the  Revenue  Act  of  1932). 
To  the  extent  of  any  property  passing  under  a  general  power  of  ap- 
pointment exercised  by  the  decedent  (1)  by  will,  or  (2)  by  deed  exe- 
cuted in  contemplation  of  or  intended  to  take  effect  in  possession  or 
enjoyment  at  Or  after  his  death,  or  (3)  by  deed  under  which  he  has 
retained  for  his  life  or  any  period  not  ascertainable  without  reference 
to  his  death  or  for  any  period  which  does  not  in  fact  end  before  his 
death  (A)  the  possession  or  enjoyment  of,  or  the  right  to  the  income 
from,  the  property,  or  (B)  the  right,  either  alone  or  in  conjunction 
with  any  person,  to  designate  the  persons  who  shall  i)ossess  or  enjoy 
the  property  or  the  income  therefrom;  except  in  case  of  a  bona  fide 
sale  for  an  adequate  and  full  consideration  in  money  or  money's 
worth;  and    *    *    * 

(i)  If  any  one  of  the  transfers,  trusts,  interests,  rights,  or  powers, 
enumerated  and  described  in  subdivisions  (c),  (d),  and  (f)  of  this 
section  is  made,  created,  exercised,  or  relinquished  for  a  considera- 
tion in  money  or  money's  worth,  but  is  not  a  bona  fide  sale  for  an 
adequate  and  full  consideration  in  money  or  money's  worth,  there  shall 
be  included  in  the  gross  estate  only  the  excess  of  the  fair  market 
value  at  the  time  of  death  of  the  property  otherwise  to  be  included 
on  account  of  such  transaction,  over  the  value  of  the  consideration 
received  therefor  by  the  decedent. 

Sec.  303(d)  (as  amended  by  section  804  of  the  Revenue  Act  of  1932) 
*  *  *  For  the  purposes  of  this  title,  a  relinquishment  or  promised 
relinquishment  of  dower,  curtesy,  or  of  a  statutory  estate  created  m 
lieu  of  dower  or  curtesy,  or  of  other  marital  rights  in  the  decedent's 
property  or  estate,  shall  not  be  considered  to  any  extent  a  considera- 
tion in  "money  or  money's  worth". 


Sec.  302.  (f)  (as  originally  enacted)  To  the  extent  of  any  property 
passing  under  a  general  power  of  appointment  exercised  by  the  de- 
cedent (1)  by  will,  or  (2)  by  deed  executed  in  contemplation  of,  or 
intended  to  tixke  effect  in  possession  or  enjoyment  at  or  after,  his  death, 
except  in  case  of  a  bona  fide  sale  for  an  adequate  and  full  considera- 
tion in  money  or  money's  worth ;  and    ♦     *     * 

Art.  24.  Property  passing  under  general  power  of  appointment. — 
Property  passing  under  a  general  power  of  appointment  must  be 
included  in  the  gross  estate  of  the  person  exercising  the  power 
(known  as  the  donee,  or  appointor),  if  the  power  is  exercised  by  will. 
It  should  be  so  included  if  the  power  is  exercised  by  deed  or  other 
instrument  in  contemplation  of  death.  It  should  also  be  so  included 
if  the  power  is  exercised  by  deed  or  other  instrument  with  the  intent 
that  the  transfer  shall  take  effect  in  possession  or  enjoyment  at  or 
after  the  death  of  the  donee  of  the  power.  (For  description  of  trans- 
fers made  in  contemplation  of  death  and  transfers  included  in  the 
phrase,  "intended  to  take  effect  in  possession  or  enjoyment  at  or 
after  *  *  *  death,"  and  the  taxability  thereof  with  reference  to 
when  made  and  when  the  death  occurred,  see  articles  16,  17,  18,  and 
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19.)  The  statute,  however,  does  not  require  inclusion  in  the  gross 
estate  of  the  appointed  property  in  the  case  of  a  bona  fide  sale  thereof 
by  the  donee  of  the  power  for  an  adequate  and  full  consideration  in 
money  or  money's  worth. 

Only  property  passing  under  a  general  power  should  be  included. 
Ordinarily  a  general  power  is  one  to  appoint  to  any  person  or  per- 
sons in  the  discretion  of  the  donee  of  the  power,  or,  however  limited 
as  to  the  persons  or  objects  in  whose  favor  the  appointment  may  be 
made,  is  exercisable  in  favor  of  the  donee,  his  estate,  or  his  creditors. 
Duplicate  copies  of  the  instrument  granting  the  power  and  of  the 
instrument  by  which  the  power  was  exercised,  one  of  each  to  be 
certified  or  verified,  must  be  filed  with  Form  706  in  all  cases,  unless 
the  decedent  was  a  nonresident,  in  which  case  only  one  copy  of  each 
instrument,  certified  or  verified,  is  required. 

GROSS  ESTATE— INSURANCE 

Sec.  302  (as  amended  by  section  404  of  the  Revenue  Act  of  1934). 
The  value  of  the  gross  estate  of  the  decedent  shall  be  determined  by 
including  the  value  at  the  time  of  his  death  of  all  property,  real  or 
personal,  tangible  or  intangible,  wherever  situated,  except  real  prop- 
erty situated  outside  the  United  States —    *    *    * 

(g)  To  the  extent  of  the  amount  receivable  by  the  executor  as  insur- 
ance under  policies  taken  out  by  the  decedent  upon  his  own  life;  and 
to  the  extent  of  the  excess  over  $40,000  of  the  amount  receivable  by  all 
other  beneficiaries  as  insurance  under  policies  taken  out  by  the  dece- 
dent upon  his  own  life.     *     *     * 

Art.  25.  Taxable  insurance. — The  statute  provides  for  the  inclusion 
in  the  gross  estate  of  insurance  taken  out  by  the  decedent  upon  his 
own  life,  as  follows:  (a)  All  insurance  receivable  by,  or  for  the 
benefit  of,  the  estate;  (h)  all  other  insurance  to  the  extent  that  it 
exceeds  in  the  aggregate  $40,000. 

The  term  "insurance"  refers  to  life  insurance  of  every  description, 
including  death  benefits  paid  by  fraternal  beneficial  societies,  oper- 
ating under  the  lodge  system.  Insurance  is  considered  to  have  been 
taken  out  by  the  decedent,  whether  or  not  he  made  the  application, 
if  he  acquired  the  ownership  of,  or  any  legal  incident  thereof  in. 
the  policy ;  but  in  the  case  of  a  decedent  dying  before  November  7. 
1934  (the  date  of  approval  of  the  1934  edition  of  Kegulations  80),  the 
provisions  of  the  second  paragraph  of  article  25  of  Kegulations  70 
(1929  edition)  will  continue  to  apply.  Legal  incidents  of  ownership 
in  the  policy  include,  for  example:  The  right  of  the  insured  or  his 
estate  to  its  economic  benefits,  the  power  to  change  the  beneficiary, 
to  surrender  or  cancel  the  policy,  to  assign  it,  to  revoke  an  assign- 
ment, to  pledge  it  for  a  loan,  or  to  obtain  from  the  insurer  a  loan 
against  the  surrender  value  of  the  policy,  etc. 
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Art.  26.  Insurance  in  favor  of  the  estate. — The  provision  requiring 
the  inclusion  in  the  gross  estate  of  all  insurance  receivable  by  the 
executor,  without  any  exemption,  applies  to  policies  made  payable  to 
the  decedent's  estate  or  his  executor  or  administrator,  and  all  insur- 
ance which  is  in  fact  receivable  by,  or  for  the  benefit  of,  the  estate. 
It  includes  insurance  taken  out  to  provide  funds  to  meet  the  estate 
tax,  and  any  other  taxes  or  charges  which  are  enforceable  against 
the  estate.  The  manner  in  which  the  policy  is  drawn  is  immaterial 
so  long  as  there  is  an  obligation,  legally  binding  upon  the  beneficiary, 
to  use  the  proceeds  in  payment  of  such  taxes  or  charges.  If  the 
decedent  took  out  insurance  in  favor  of  another  person  or  corpora- 
tion as  collateral  security  for  a  loan  or  other  accommodation,  the 
insurance  is  considered  to  be  receivable  for  the  benefit  of  the  estate. 
The  amount  of  the  loan  outstanding  at  decedent's  death,  with  interest 
accrued  thereon  to  that  date,  will  be  deductible  in  determining  the 
net  estate.    (See  article  29.) 

Art.  27.  Insurance  receivable  by  other  beneficiaries. — The  statute 
requires  the  inclusion  in  the  gross  estate  of  the  decedent  of  the 
proceeds  of  any  policy,  or  the  aggregate  proceeds  of  all  policies,  not 
receivable  by  or  for  the  benefit  of  decedent's  estate,  to  the  extent  that 
such  proceeds  exceed  $40,000,  regardless  of  when  the  policy  was  or 
the  policies  were  issued,  if  the  decedent  possessed  at  the  time  of  his 
death  any  of  the  legal  incidents  of  ownership. 

The  estate  is  entitled  to  only  one  exemption  of  $40,000  upon  insur- 
ance receivable  by  beneficiaries  other  than  the  estate.  For  example, 
if  the  decedent  left  life  insurance  payable  to  three  such  beneficiaries 
in  amounts  of  $10,000,  $40,000,  and  $50,000  (total,  $100,000),  the 
full  amount  should  be  listed  on  the  return  and  therefrom  subtracted 
the  $40,000  exemption  as  provided  in  the  appropriate  schedule  of 
Form  706.  The  word  "beneficiaries,"  as  used  in  reference  to  the 
$40,000  exemption,  means  persons  entitled  to  the  actual  enjoyment 
of  the  insurance  money. 

Art.  28.  Valuation  of  insurance. — The  amount  to  be  returned  if  the 
policy  is  payable  to  or  for  the  benefit  of  the  estate  is  the  amount 
receivable.  If  the  proceeds  of  a  policy  are  payable  to  a  beneficiary 
other  than  to  or  for  the  benefit  of  the  estate,  the  amount  to  be  listed 
in  the  appropriate  schedule  of  the  return  is  the  full  amount  receiv- 
able. (For  taxable  portion  see  article  27.)  In  case  the  proceeds 
of  a  policy  are  made  payable  to  the  beneficiary  in  the  form  of  an 
annuity  for  life  or  for  a  term  of  years,  there  should  be  listed  in  the 
appropriate  schedule  of  the  return  the  one  sum  payable  at  death 
under  an  option  which  could  have  been  exercised  either  by  the  in- 
sured or  by  the  beneficiary,  or  if  no  option  was  granted,  the  sum 
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used  by  the  insurance  company  in  determining  the  amount  of  the 
annuity. 

With  respect  to  each  policy  there  should  be  filed  a  certificate,  Form 
712,  from  the  insurance  company  showing  the  following : 

(a)  The  face  amount  of  the  policy. 

(h)  The  amount  of  any  indebtedness  to  the  company  which 
reduced  the  amount  otherwise  payable. 

(<?)  The  amount  of  accumulated  dividends. 

(d)  The  amount  of  postmortem  dividends. 

(e)  Any  other  facts  affecting  the  value.     (See  next  paragraph.) 
(/)  The  value  as  of  the  date  of  death  of  the  insured  of  the  benefits 

payable  under  the  policy. 

In  the  case  of  any  policy  providing  for  deferred  payments  (other 
than  payments  measured  by  the  facts  disclosed  under  (a),  (6),  (c), 
and  (d)  above) ,  the  certificate  should  include  the  following  informa- 
tion: 

(g)  The  provisions  with  respect  to  the  deferred  pajmtients  or  to 
the  installments. 

(A)  The  amounts  of  the  deferred  payments  or  installments. 

(i)  If  the  number  of  installments  to  be  paid  may  be  measured 
by  the  life  of  any  individual,  the  date  of  birth  of  such  individual. 

(j)  The  amount  applied  by  the  insurance  company  as  a  single 
premium  representing  the  purchase  of  the  installment  benefits. 

(k)  The  basis  (Mortality  Table  and  rate  of  interest)  employed  by 
the  insurance  company  in  valuing  the  installment  benefits. 

GROSS  ESTATE— RETROACTIVE  PROVISIONS 

Sec.  302.  *  *  *  (h)  Except  as  otherwise  specifically  provided 
therein  subdivisions  (b),  (c),  (d),  (e),  (f),  and  (g)  of  this  section 
shall  apply  to  the  transfers,  trusts,  estates,  interests,  rights,  powers, 
and  relinquishment  of  powers,  as  severally  enumerated  and  described 
therein,  whether  made,  created,  arising,  existing,  exercised,  or  relin- 
quished before  or  after  the  enactment  of  this  Act. 

DEDUCTIONS—ESTATES  OF  CITIZENS  OR  RESIDENTS 
ADMINISTRATION  EXPENSES,  CLAIMS,  ETC 

Sec.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate  shall 
be  determined — 

(a)    (as  amended  by  section  403(a)   of  the  Revenue  Act  of  1934) 
In  the  case  of  a  citizen  or  resident  of  the  United  States,  by  deducting 
from  the  value  of  the  gross  estate — 

(1)    (as  amended  by  section  805  of  the  Revenue  Act  of  1932) 
Such  amounts — 

(A)  for  funeral  expenses, 

(B)  for  administration  expenses, 

(C)  for  claims  against  the  estate, 


(D)  for  dnpaid  mortgages  upon,  or  any  indebtedness  in 
respect  to,  property  where  the  value  of  decedent's  interest 
therein,  undiminished  by  such  mortgage  or  indebtedness,  is 
included  in  the  value  of  the  gross  estate,  and 

(E)  reasonably  required  and  actually  expended  for  the  sup- 
port during  the  settlement  of  the  estate  of  those  dependent 
upon  the  decedent, 

as  are  allowed  by  the  laws  of  the  jurisdiction,  whether  within  or  with- 
out the  United  States,  under  which  the  estate  is  being  administered, 
but  not  including  any  income  taxes  upon  income  received  after  the 
death  of  the  decedent,  or  property  taxes  not  accrued  before  his  death, 
or  any  estate,  succession,  legacy,  or  inheritance  taxes.  The  deduc- 
tion herein  allowed  in  the  case  of  claims  against  the  estate,  unpaid 
mortgages,  or  any  indebtedness  shall,  when  founded  upon  a  promise 
or  agreement,  be  limited  to  the  extent  that  they  were  contracted  bona 
fide  and  for  an  adequate  and  full  consideration  in  money  or  money's 
worth.  There  shall  also  be  deducted  losses  incurred  during  the  settle- 
ment of  estates  arising  from  fires,  storms,  shipwrecks,  or  other  casual- 
ties, or  from  theft,  when  such  losses  are  not  compensated  for  by  in- 
surance or  otherwise,  and  if  at  the  time  of  the  filing  of  the  return 
such  losses  have  not  been  claimed  as  a  deduction  for  income  tax  pur- 
poses in  an  income  tax  return.     *     ♦     * 

Seo.  303.  (d)  (as  amended  by  section  804  of  the  Revenue  Act  of 
1932)  *  *  *  For  the  purposes  of  this  title,  a  relinquishment  or 
promised  relinquishment  of  dower,  curtesy,  or  of  a  statutory  estate 
created  in  lieu  of  dower  or  curtesy,  or  of  other  marital  rights  in  the 
decedent's  property  or  estate,  shall  not  be  considered  to  any  extent  a 
consideration  ''in  money  or  money's  worth". 


Sec.  303.  (a)  (as  originally  enacted)  In  the  case  of  a  resident,  by 
deducting  from  the  value  of  the  gross  estate — 

(1)  Such  amounts  for  funeral  expenses,  administration  expenses, 
claims  against  the  estate,  unpaid  mortgages  upon,  or  any  indebted- 
ness in  respect  to,  property  (except,  in  the  case  of  a  resident  decedent, 
where  such  property  is  not  situated  in  the  United  States),  to  the  ex- 
tent that  such  claims,  mortgages,  or  indebtedness  were  incurred  or 
contracted  bona  fide  and  for  an  adequate  and  full  consideration  in 
money  or  money's  worth,  losses  incurred  during  the  settlement  of 
the  estate  arising  from  fires,  storms,  shipwreck,  or  other  casualty,  or 
from  theft,  when  such  losses  are  not  compensated  for  by  insurance  or 
otherwise,  and  such  amounts  reasonably  required  and  actually  ex- 
pended for  the  support  during  the  settlement  of  the  estate  of  those 
dependent  upon  the  decedent,  as  are  allowed  by  the  laws  of  the  juris- 
diction, whether  within  or  without  the  United  States,  under  which  the 
estate  is  being  administered,  but  not  including  any  income  taxes  upon 
income  received  after  the  death  of  the  decedent,  or  any  estate,  suc- 
cession, legacy,  or  inheritance  taxes;     *    *    * 

Art.  29.  Deduction  of  administration  expenses,  claims,  etc. — In  order 
to  be  deductible  under  the  foregoing  provision  of  the  statute,  the 
item  must  fall  within  one  of  the  several  classes  of  deductions  specifi- 
cally enumerated  therein,  and  must  also,  except  in  the  case  of  deduct- 
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ible  losses  during  the  administration  of  the  estate,  be  one  the  pay- 
ment of  which  out  of  the  estate  is  authorized  by  the  laws  of  the 
jurisdiction  under  which  the  estate  is  being  administered.  Unless 
both  of  these  conditions  exist  the  item  is  not  deductible.  If  the 
item  is  not  one  of  those  described  it  is  not  deductible  merely  because 
payment  is  allowed  by  the  local  law.  If  the  amount  which  may 
be  expended  for  the  particular  purpose  is  limited  by  the  local  law  no 
deduction  in  excess  of  such  limitation  is  permissible.  If  a  claim 
against  the  estate,  an  unpaid  mortgage,  or  an  indebtedness  is  founded 
upon  a  promise  or  agreement,  the  deduction  therefor  is  limited  to  the 
extent  that  the  liability  was  contracted  bona  fide  and  for  an  adequate 
and  full  consideration  in  money  or  money's  worth.  A  relinquish- 
ment or  promised  relinquishment  of  dower,  curtesy,  or  of  a  statutory 
estate  created  in  lieu  of  dower  or  curtesy,  or  of  other  marital  rights 
in  the  decedent's  property  or  estate,  is  not  to  any  extent  a  considera- 
tion in  money  or  money's  worth. 

An  item  may  be  entered  on  the  return  for  deduction  though  the 
exact  amount  thereof  is  not  then  known,  provided  it  is  ascertain- 
able with  reasonable  certainty,  and  will  be  paid.  No  deduction  may 
be  taken  upon  the  basis  of  a  vague  or  uncertain  estimate.  In  the 
event  the  amount  of  the  liability  was  unascertainable  at  the  time  of 
final  audit  of  the  return  by  the  Commissioner,  and,  as  a  consequence, 
deduction  was  not  allowed  therefor  in  such  audit,  and  subsequently 
the  amount  of  the  liability  is  ascertained,  relief  may  be  sought  as 
provided  by  articles  76  and  99. 

Art.  30.  Effect  of  court  decree. — The  decision  of  a  local  court  as  to 
the  amount  of  a  claim  or  administration  expense  will  ordinarily  be 
accepted  if  the  court  passes  upon  the  facts  upon  which  deductibility 
depends.  If  the  court  does  not  pass  upon  such  facts  its  decree  will, 
of  course,  not  be  followed.  For  example,  if  the  question  before  the 
court  is  whether  a  claim  should  be  allowed,  the  decree  allowing  it 
will  ordinarily  be  accepted  as  establishing  the  validity  and  amount 
of  the  claim.  The  decree  will  not  necessarily  be  accepted  even 
though  it  purports  to  decide  the  facts  upon  which  deductibility  de- 
pends. It  must  appear  that  the  court  actually  passed  upon  the 
merits  of  the  case.  This  will  be  presumed  in  all  cases  of  an  active 
and  genuine  contest.  If  the  result  reached  appears  to  be  unreason- 
able, this  is  some  evidence  that  there  was  not  such  a  contest,  but  it 
may  be  rebutted  by  proof  to  the  contrary.  If  the  decree  was  rendered 
by  consent,  it  will  be  accepted,  provided  the  consent  was  a  bona  fide 
recognition  of  the  validity  of  the  claim — not  a  mere  cloak  for  a  gift — 
and  was  accepted  by  the  court  as  satisfactory  evidence  upon  the 
merits.  It  will  be  presumed  that  the  consent  was  of  this  character, 
and  was  so  accepted,  if  given  by  all  parties  having  an  interest  ad- 


verse to  the  claimant.  The  decree  will  not  be  accepted  if  it  is  at 
variance  with  the  law  of  the  State;  as,  for  example,  an  allowance 
made  to  an  executor  in  excess  of  that  prescribed  by  statute. 

Art.  31.  Funeral  expenses. — An  executor  may  deduct  such  amounts 
for  funeral  expenses  as  are  actually  expended  by  him  and,  under 
the  laws  of  the  local  jurisdiction,  are  payable  out  of  the  decedent's 
estate.  A  reasonable  expenditure  by  the  executor  for  a  tombstone, 
monument,  mausoleum,  or  for  a  burial  lot,  either  for  the  decedent 
or  his  family,  may  be  deducted  under  this  heading,  provided  such 
an  expenditure  is  allowable  by  the  local  law.  Included  in  funeral 
expenses  is  the  cost  of  transportation  of  the  person  bringing  the 
body  to  the  place  of  burial. 

Art.  32.  Administration  expenses. — The  amounts  deductible  from 
the  gross  estate  as  "administration  expenses"  are  such  expenses  as 
are  actually  and  necessarily  incurred  in  the  administration  of  the 
estate;  that  is,  in  the  collection  of  assets,  payment  of  debts,  and 
distribution  among  the  persons  entitled.  The  expenses  contem- 
plated in  the  law  are  such  only  as  attend  the  settlement  of  an  estate 
by  the  legal  representative  preliminary  to  the  transfer  of  the  prop- 
erty to  individual  beneficiaries  or  to  a  trustee,  whether  such  trustee 
is  the  executor  or  some  other  person.  Expenditures  not  essential  to 
the  proper  settlement  of  the  estate,  but  incurred  for  the  individual 
benefit  of  the  heirs,  legatees,  or  devisees,  may  not  be  taken  as  deduc- 
tions. Administration  expenses  include  (1)  executor's  commissions; 
(2)  attorney's  fees;  (3)  miscellaneous  expenses.  Each  of  these 
classes  is  considered  separately  in  articles  33  to  35,  inclusive. 

Art.  33.  Executor's  commissions. — The  executor  or  administrator, 
in  filing  the  return,  may  deduct  his  commissions  in  such  an  amount 
as  has  actually  been  paid  or  which  at  that  time  it  is  reasonably 
expected  will  be  paid,  but  no  deduction  may  be  taken  if  no  commis- 
sions are  to  be  collected.  In  the  case  the  amount  of  the  commissions 
has  not  been  fixed  by  decree  of  the  proper  court,  the  deduction  will 
be  allowed  on  the  final  audit  of  the  return  provided:  (1)  That  the 
Commissioner  is  reasonably  satisfied  that  the  commissions  claimed 
will  be  paid;  (2)  that  the  amount  entered  as  a  deduction  is  within 
the  amount  allowable  by  the  laws  of  the  jurisdiction  wherein  the 
estate  is  being  administered;  and  (3)  that  it  is  in  accordance  with 
the  usually  accepted  practice  in  said  jurisdiction  in  estates  of  similar 
size  and  character.  If  the  deduction  is  disallowed  in  whole  or  in  part 
on  final  audit,  the  disallowance  will  be  subject  to  modification  as  the 
facts  may  later  require.  If  the  deduction  is  allowed  in  advance  of 
payment  and  payment  is  thereafter  waived,  it  shall  be  the  duty  of 
the  executor  to  notify  the  Commissioner  and  pay  the  tax  resulting 
therefrom,  together  with  interest.    Executors  should  note  that  the 
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commissions  received  as  compensation  for  their  services  constitute 
taxable  income  and  that  the  amounts  received  or  receivable  by  them 
as  such  compensation  are  cross-referenced  for  income-tax  purposes. 

A  bequest  or  devise  to  the  executor  in  lieu  of  commissions  is  not 
deductible.  If,  however,  the  decedent  fixed  by  his  will  the  com- 
pensation payable  to  the  executor  for  services  to  be  rendered  in  the 
administration  of  the  estate,  deduction  may  be  taken  to  the  extent 
that  the  amount  so  fixed  does  not  exceed  the  compensation  allowable 
by  the  local  law  or  practice. 

Amounts  paid  as  trustees'  c(wnmissions  do  not  constitute  expenses 
of  administration  and  are  not  deductible,  whether  received  by  the 
executor  acting  in  the  capacity  of  a  trustee  or  by  a  separate  trustee 
as  such. 

Art.  34.  Attorney's  fees. — The  executor  or  administrator,  in  filing 
the  return,  may  deduct  such  an  amount  of  attorney's  fees  as  has 
actually  been  paid  or  which  at  that  time  it  is  reasonably  expected 
will  be  paid.  If  on  the  final  audit  of  a  return  the  fees  claimed  have 
not  been  awarded  by  the  proper  court  and  paid,  the  deduction  will, 
nevertheless,  be  allowed,  provided  the  Commissioner  is  reasonably] 
satisfied  that  the  amount  claimed  will  be  paid  and  that  it  does  not 
exceed  a  reasonable  remuneraticm  for  the  services  rendered,  taking 
into  account  the  size  and  character  of  the  estate  and  the  local  law  and 
practice.  If  the  deduction  is  disallowed  in  whole  or  in  part  on  final 
audit,  the  disallowance  will  be  subject  to  modification  as  the  facts 
may  later  require. 

Attorney's  fees  incurred  by  beneficiaries  incident  to  litigation  as 
to  their  respective  interests  do  not  constitute  a  proper  deduction, 
inasmuch  as  expenses  of  this  character  are  properly  charged  against 
the  beneficiaries  personally  and  are  not  administration  expenses. 

Art.  35.  Miscellaneous  administration  expenses. — This  includes  such 
expenses  as  court  costs,  surrogates'  fees,  accountants'  fees,  appraisers' 
fees,  cleric  hire,  etc.  Expenses  necessarily  incurred  in  preserving 
and  distributing  the  estate  are  deductible,  including  the  cost  of 
storing  or  maintaining  property  of  the  estate,  if  it  is  impossible 
to  effect  immediate  distribution  to  the  beneficiaries.  Expenses  for 
preserving  and  caring  for  the  property  may  not  include  additions 
or  improvements;  nor  will  such  expenses  be  allowed  for  a  longer 
period  than  the  executor  is  required  to  retain  the  property.  A 
brokerage  fee  for  selling  property  of  the  estate  is  deductible  if 
the  sale  is  necessary  in  order  to  pay  the  decedent's  debts,  the  ex- 
penses of  administration,  or  to  effect  distribution.  Other  expenses 
attending  the  sale  are  deductible,  such  as  the  fees  of  an  auctioneer, 
if  it  is  reasonably  necessary  to  employ  one. 


Art.  36.  Claims  against  the  estate. — The  amounts  that  may  be  de- 
ducted under  this  heading  are  such  only  as  represent  personal  obli- 
trations  of  the  decedent  existing  at  the  time  of  his  death,  whether 
or  not  then  matured,  and  interest  thereon  which  had  accrued  at  the 
time  of  death.  If,  as  authorized  by  subdivision  (j)  of  section  302  as 
added  by  section  202  of  the  Revenue  Act  of  1935  (see  article  11),  the 
executor  has  duly  elected  to  have  the  value  of  the  gross  estate  deter- 
mined as  of  a  date  or  dates  prescribed  in  such  subdivision,  then  the 
deduction  on  account  of  interest  will  be  limited  to  the  amount  thereof 
accrued  and  unpaid  at  decedent's  death,  plus  the  interest  earned 
between  death  and  a  date  one  year  thereafter,  unless  the  claim  is 
sooner  paid,  in  which  case  the  amount  of  interest  deductible  will  be 
the  amount  accrued  to  date  of  such  payment.  The  deduction  will 
include  payments  made  of  any  interest  accrued  at  decedent's  death 
and  payments  of  interest  earned  between  death  and  one  year  there- 
after, or  between  death  and  the  date  on  which  the  claim  was  paid. 
Only  claims  enforceable  against  the  decedent's  estate  may  be 
deducted.  If  the  claim  is  founded  upon  a  promise  or  agreement, 
the  deduction  therefor  is  limited  to  the  extent  that  the  liability  was 
contracted  bona  fide  and  for  an  adequate  and  full  consideration  in 
money  or  money's  worth.  Thus,  a  pledge  or  a  subscription,  evi- 
denced by  a  promissory  note  or  otherwise,  even  though  enforceable 
against  the  estate,  is  deductible  only  to  the  extent  that  liability 
therefor  was  contracted  bona  fide  and  for  an  adequate  and  full 
consideration  in  cash  or  its  equivalent.  Liabilities  imposed  by  law 
or  arising  out  of  torts  are  deductible.  See  article  29  as  to  the 
relinquishment  or  promised  relinquishment  of  dower  and  other 
marital  interests. 

Art.  37.  Taxes. — The  deduction  for  property  taxes  is  limited  to 
such  taxes  as  accrued  prior  to  the  date  of  decedent's  death.  Prop- 
erty taxes  accrue  on  the  date  the  ownership  of  the  property  deter- 
mines the  liability  for  such  taxes. 

Taxes  upon  income  received  during  the  decedent's  lifetime  are 
deductible,  including  interest  accrued  thereon  at  time  of  death,  but 
taxes  upon  income  received  after  death  are  not  deductible.  No 
estate,  succession,  legacy,  or  inheritance  tax  is  deductible. 

Art.  38.  Unpaid  mortgages. — Deduction  is  allowed  of  the  full  unpaid 
amount  of  a  mortgage  upon,  or  of  an  indebtedness  in  respect  to, 
any  property  of  the  gross  estate,  including  interest  which  had  ac- 
crued thereon  at  the  time  of  death,  provided  the  value  of  the  prop- 
erty, undiminished  by  the  amount  of  the  mortgage  or  indebtedness, 
is  returned  as  part  of  the  value  of  the  gross  estate.  If  decedent's 
estate  is  liable  for  the  amount  of  the  mortgage  or  indebtedness,  the 
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full  value  of  the  property  subject  to  the  mortgage  or  indebtedness 
must  be  included  as  part  of  the  value  of  the  gross  estate ;  the  amount 
of  the  mortgage  or  indebtedness  being  in  such  case  allowed  as  a 
deduction.  But  if  decedent's  estate  is  not  so  liable,  only  the  value 
of  the  equity  of  redemption  (or  value  of  the  property,  less  the 
indebtedness)  need  be  returned  as  part  of  the  value  of  the  gross 
estate.  In  no  case  may  the  deduction  on  account  of  the  mortgage 
or  indebtedness  exceed  the  liability  therefor  contracted  bona  fide 
and  for  an  adequate  and  full  consideration  in  money  or  money's 
worth.  If  the  executor  has  made  the  election  referred  to  in  the 
second  sentence  of  article  36,  the  deduction  on  account  of  interest 
upon  the  mortgage  or  indebtedness  will  be  limited  to  the  amount 
thereof  accrued  and  unpaid  at  decedent's  death,  plus  the  interest 
earned  between  death  and  a  date  one  year  thereafter,  unless  the 
mortgage  or  indebtedness  is  sooner  paid  or  the  property  subject  to 
the  mortgage  or  indebtedness  is  sooner  distributed,  sold,  exchanged 
or  otherwise  disposed  of,  the  deduction  in  any  such  case  being  limited 
to  the  amount  of  interest  accrued  to  the  date  of  such  payment, 
distribution,  sale,  exchange  or  other  disposition.  The  deduction  will 
include  payments  made  of  any  interest  accrued  at  decedent's  death 
and  payments  of  interest  earned  between  death  and  one  year  there- 
after, or  between  death  and  the  date  of  payment  of  the  mortgage 
or  indebtedness,  or  the  date  on  which  the  property  subject  thereto 
was  distributed,  sold,  exchanged  or  otherwise  disposed  of.  Inasmuch 
as  real  property  situated  outside  of  the  United  States  does  not  form 
a  part  of  the  gross  estate,  no  deduction  may  be  taken  of  any  mortgage 
thereon  or  any  indebtedness  in  respect  thereto. 

Art.  39.  Losses  from  casualties  or  theft.— There  may  be  deducted 
under  this  heading  losses  incurred  during  the  settlement  of  the  estate 
arising  from  fires,  storms,  shipwrecks,  or  other  casualties,  or  from 
theft,  if  such  losses  are  not  compensated  for  by  insurance  or  other- 
wise. In  the  case  of  a  decedent  who  died  subsequent  to  the  effective 
date  of  the  Revenue  Act  of  1932,  such  losses  arc  not  deductible  if, 
at  the  time  of  the  filing  of  the  estate  tax  return,  they  had  been 
claimed  as  &  deduction  for  income  tax  purposes  in  an  income  tax 
return.  If  the  loss  is  partly  compensated,  the  excess  of  the  loss  over 
such  compensation  may  be  deducted.  Losses  not  of  the  nature  de- 
scribed are  not  deductible.  In  order  to  be  deductible  a  loss  must 
occur  during  the  settlement  of  the  estate.  If  a  loss  with  respect  to 
an  asset  occurs  after  distribution  thereof  to  the  distributee  it  may 
not  be  deducted. 

Art.  40.  Support  of  dependents. — ^The  support  during  the  settlement 
of  the  estate  of  dependents  of  the  decedent  is  deductible,  but  pursu- 
ant to  the  following  rules : 


(1)  In  order  to  be  deductible,  the  allowance  must  be  authorized 
I  by  the  laws  of  the  jurisdiction  in  which  the  estate  is  being  adminis- 
tered, and  not  in  excess  of  what  is  reasonably  required. 

(2)  The  allowance  for  which  deduction  may  be  made  is  limited  to 
support  during  the  settlement  of  the  estate.  Any  allowance  for  a 
more  extended  period  is  not  deductible. 

(3)  There  must  be  an  actual  disbursement  from  the  estate  to  the 
I  dependents,  but  after  payment  has  been  made  the  right  of  deduction 
is  not  affected  by  the  fact  that  the  dependents  do  not  expend  the 
I  entire  amount  for  their  support  during  the  settlement  of  the  estate. 

DEDUCTIONS-PROPERTY  PREVIOUSLY  TAXED 

Sec.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate 
shaU  be  determined — 

(a)  (as  amended  by  section  403(a)  of  the  Revenue  Act  of  1934) 
In  the  case  of  a  citizen  or  resident  of  the  United  States,  by  deduct- 
ing from  the  value  of  the  gross  estate —    *     *    * 

(2)  (as  amended  by  section  806(a)  of  the  Revenue  Act  of  1932 
and  by  section  402  of  the  Revenue  Act  of  1934)  An  amount  equal  to 
the  value  of  any  property  (A)  forming  a  part  of  the  gross  estate 
situated  in  the  United  States  of  any  person  who  died  within  five 
years  prior  to  the  death  of  the  decedent,  or  (B)  transferred  to  the  dece- 
dent by  gift  within  five  years  prior  to  his  death,  where  such  property 
can  be  identified  as  having  been  received  by  the  decedent  from  the 
donor  by  gift,  or  from  such  prior  decedent  by  gift,  bequest,  devise, 
or  inheritance,  or  which  can  be  id«itified  as  having  been  acquired 
in  exchange  for  property  so  received.  This  deduction  sliall  be  al- 
lowed only  where  a  gift  tax  imposed  under  tiie  Revenue  Act  of 
1932,  or  an  estate  tax  imposed  under  this  or  any  prior  Act  of  Con- 
gress, was  finally  determined  and  paid  by  or  on  behalf  of  such  donor, 
or  the  estate  of  such  prior  decedent,  as  the  case  may  be,  and  only 
in  the  amount  finally  determined  as  the  value  of  such  property  in 
determining  the  value  of  the  gift,  or  the  gross  estate  of  such  prior 
decedent,  and  only  to  the  extent  that  the  value  of  such  property  is 
included  in  the  decedent's  gross  estate,  and  only  if  in  determining  the 
value  of  the  net  estate  of  Hie  prior  decedent  no  deduction  was  allow- 
able under  this  paragraph  in  respect  of  the  property  or  property 
given  in  exchange  therefor.  Where  a  deduction  was  allowed  of  any 
mortgage  or  other  lien  in  determining  the  gift  tax,  or  the  estate  tax 
of  the  prior  decedent,  which  was  paid  in  whole  or  in  part  prior  to 
the  decedent's  death,  then  the  deduction  allowable  under  this  para- 
graph shall  be  reduced  by  the  amount  so  paid.  The  deduction  allow- 
able under  this  paragraph  shall  be  reduced  by  an  amount  which  bears 
the  same  ratio  to  the  amounts  allowed  as  deductions  under  para- 
graphs (1),  (3),  and  (4)  of  this  subdivision  as  the  amount  other- 
wise deductible  under  this  paragraph  bears  to  the  value  of  the  dece- 
dent's gross  estate.  Where  the  property  referred  to  in  this  paragraph 
consists  of  two  or  more  items  the  aggregate  value  of  such  items  shall 
be  used  for  the  purpose  of  computing  the  deduction.  *  *  * 
0172«_37 6 
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Sec.  303.   (a)    (as  originally  enacted)   In  the  case  of  a  resident,  by 
deducting  from  the  value  of  the  gross  estate —  *     *     * 

(2)  An  amount  equal  to  the  value  of  any  property  (A)  forming  a 
part  of  the  gross  estate  situated  in  the  United  States  of  any  per- 
son who  died  within  five  years  prior  to  the  death  of  the  decedent,  or 
(B)  transferred  to  the  decedent  by  gift  within  five  years  prior  to  his 
death,  where  such  property  can  be  identified  as  having  been  received 
by  the  decedent  from  such  donor  by  gift  or  from  such  prior  decedent 
by  gift,  bequest,  devise,  or  inheritance,  or  which  can  be  identified  as 
having  been  acquired  in  exchange  for  property  so  received.  This 
deduction  shall  be  allowed  only  where  a  gift  tax  imposed  under  the 
Revenue  Act  of  1924,  or  an  estate  tax  imposed  under  this  or  any  prior 
Act  of  Congress  was  paid  by  or  on  behalf  of  the  donor  or  the  estate 
of  such  prior  decedent  as  the  case  may  be,  and  only  in  the  amount  of 
the  value  placed  by  the  Commissioner  on  such  property  in  determin- 
ing the  value  of  the  gift  or  the  gross  estate  of  such  prior  decedent,  and 
only  to  the  extent  that  the  value  of  such  property  is  included  in  the 
decedent's  gross  estate  and  not  deducted  under  paragraph  (1)  or  (3) 
of  this  subdivision;     *     *     *. 

Note.— All  of  the  amendments  to  the  above  paragraph  were  made  by 
section  806(a)  of  the  Revenue  Act  of  1932,  except  that  the  follow- 
ing clause  was  inserted  by  section  402  of  the  Revenue  Act  of  1934: 
"and  only  if  in  determining  the  value  of  the  net  estate  of  the  prior 
decedent  no  deduction  was  allowable  under  this  paragraph  in  respect 
of  the  property  or  property  given  in  exchange  therefor." 

Art.  41.  Deduction  of  the  value  of  transfers  previously  taxed.— Should 
there  be  included  in  the  decedent's  gross  estate  property  received 
by  him  by  gift  from  any  person  within  five  years  prior  to  his 
death,  or  received  by  gift,  bequest,  devise,  or  inheritance  from  any 
person  who  died  within  five  years  prior  to  his  death,  or  property  ac- 
quired in  exchange  for  property  so  received,  the  statute  authorizes 
a  deduction  m  behalf  thereof,  subject  to  the  following  conditions 
and  limitations,  namely: 

(a)  Conditions, — 

(1)  The  property  respecting  which  the  deduction  is  sought  must 
have  been  received  by  the  decedent  as  a  gift  within  five  years  of  the 
date  of  his  death,  or  received  by  him  by  gift,  bequest,  devise,  or  in- 
heritance from  a  prior  decedent  who  died  within  five  years  of  the 
date  of  the  decedent's  death. 

(2)  The  property  must  be  identified  either  as  the  same  which  the 
decedent  so  received  or  acquired  in  exchange  therefor. 

(3)  The  property  must  have  formed  a  part  of  the  gross  estate, 
situated  in  the  United  States,  of  such  prior  decedent,  or  have  been 
included  in  the  total  amount  of  gifts  of  a  donor. 

(4)  An  estate  tax  by  or  on  behalf  of  the  estate  of  such  prior 
decedent,  or  a  gift  tax  by  or  on  behalf  of  the  donor,  must  have 
actually  been  paid  (the  mere  filing  of  a  return  for  such  estate  or 
donor  not  being  sufficient). 
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(5)  If  the  decedent  died  after  11.40  a.  m.,  eastern  standard 
time,  May  10,  1934,  no  such  deduction,  in  respect  to  the  property  or 
property  given  in  exchange  therefor,  must  have  been  allowable  in 
determining  the  value  of  the  net  estate  of  the  prior  decedent. 

(h)  Limitations. — 

(A)  If  the  decedent  died  prior  to  5  p.  m.,  eastern  standard  time, 
June  6,  1932— 

(1)  The  deduction  is  limited  to  the  value  of  the  property 
finally  determined  for  the  purpose  of  the  gift  tax  or  for  the 
purpose  of  the  prior  estate  tax,  or  to  the  value  of  such  property 
(or  property  acquired  in  exchange  therefor)  included  in  the 
decedent's  gross  estate,  whichever  is  the  lower. 

(2)  The  deduction,  as  limited  in  (1),  is  reduced  by  the  total 
amount  paid  prior  to  the  decedent's  death  on  any  mortgage  or 
other  lien  on  the  property  previously  taxed,  provided  such  mort- 
gage or  other  lien  was  deducted  in  determining  the  estate  tax  of 
the  prior  decedent,  or  the  gift  tax  of  the  donor. 

(3)  The  deduction  for  property  previously  taxed,  or  that  ac- 
quired in  exchange  therefor,  is  not  diminished  by  amounts  de- 
ducted under  paragraph  (1)  or  (3)  of  subdivision  (a)  of  sec- 
tion 303  merely  because  such  amounts  were  paid  out  of  said 
property.  On  the  other  hand,  however,  the  deduction  is  di- 
minished to  the  extent  that  the  value  of  the  property  so  taxed, 
or  of  that  acquired  in  exchange  therefor,  is  deducted  under  said 
paragraph  (1)  or  (3)  on  account  of  such  losses  arising  from 
casualty  or  theft  as  are  incurred  with  respect  to  said  property 
during  the  settlement  of  the  estate,  or  on  account  of  such  trans- 
fers of  specific  items  of  said  property  as  the  decedent  made  in 
his  lifetime  or  by  his  will,  for  public,  religious,  charitable, 
scientific,  literary,  or  educational  purposes,  and  the  deduction  is 
further  diminished  to  the  extent  that  the  amounts  allowed  under 
said  paragraph  (1)  or  (3),  other  than  those  relating  to  said 
losses  or  transfers,  are  in  excess  of  the  value  of  the  decedent's 
property  not  previously  taxed  but  subject  to  debts  and  charges. 
The  burden  of  proving  that  the  estate  is  entitled  to  the  deduc- 
tion rests  upon  the  executor.  The  provisions  of  this  paragraph 
apply  in  like  manner  to  cases  controlled  by  the  Revenue  Acts 
of  1921  and  1924. 

(B)  If  the  decedent  died  after  6  p.  m.,  eastern  standard  time, 
June  6,  1932— 

(1)  The  deduction  is  limited  to  the  value  of  the  property,  or 
the  aggregate  value  of  such  property  if  more  than  one  item,  as 
finally  determined  for  the  purpose  of  the  gift  tax  or  for  the 
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purpose  of  the  prior  estate  tax,  or  to  the  value  of  such  property 
or  aggregate  items  thereof  (or  property  acquired  in  exchange 
therefor)  included  in  the  decedent's  gross  estate,  whichever  is 
the  lower. 

(2)  The  deduction,  as  limited  in  (1),  is  reduced  by  the  total 
amount  paid  prior  to  the  decedent's  death  on  any  mortgage  or 
other  lien  on  the  property  previously  taxed,  provided  such  mort- 
gage or  other  lien  was  deducted  in  determining  the  estate  tax 
of  the  prior  decedent  or  the  gift  tax  of  the  donor. 

(3)  The  deduction  is  further  reduced  on  account  of  the  de- 
ductions allowed  under  paragraphs  (1),  (3),  and  (4)  of  sub- 
division (a)  of  section  303.  The  amount  of  this  further  reduc- 
tion is  that  proportion  of  such  deductions  which  the  amount 
otherwise  deductible  for  property  previously  taxed  bears  to  the 
value  of  the  decedent's  gross  estate. 

Under  the  provisions  of  the  Revenue  Act  of  1918  the  deduction 
was  available  only  in  the  case  the  prior  decedent  died  after  October  3, 
1917,  the  date  of  the  passage  of  the  Revenue  Act  of  1917,  and  the 
decedent's  death  occurred  subsequent  to  the  effective  date  of  the 
Revenue  Act  of  1918.  But  under  the  provisions  of  the  Revenue  Act 
of  1921  the  right  to  such  deduction  is  made  available  to  the  estates 
of  all  decedents  dying  since  September  8,  1916.  If,  under  the 
provisions  of  the  Revenue  Act  of  1918,  or  any  prior  Act  of  Congress 
imposing  an  estate  tax,  the  deduction  was  not  available,  the  right 
thereto  is  to  be  determined  in  accordance  with  the  provisions  of 
paragraph  (2)  of  subdivision  (a)  of  section  403  of  the  Revenue  Act 
of  1921,  but  if  available  under  the  Revenue  Act  of  1918,  it  is  gov- 
erned by  paragraph  (2)  of  subdivision  (a)  of  section  403  of  that 
Act.  Section  1100(c)  of  the  Revenue  Act  of  1924  provides  that  the 
retroactive  benefit  of  section  403  of  the  Revenue  Act  of  1921  is  not 
lost  by  the  repeal  thereof.  If  the  tax  has  been  paid  without  taking 
the  deduction,  a  claim  for  refund  may  be  made,  as  provided  by 
article  99. 

Example  (1) :  The  decedent  died  June  15,  1931.  The  value  of  his 
gross  estate  for  the  purpose  of  the  estate  tax  is  $1,000,000,  of  which 
$200,000  is  the  value  of  insurance  in  excess  of  $40,000  payable  to 
beneficiaries  other  than  the  estate,  $600,000  is  the  value  of  property 
previously  taxed,  and  $200,000  is  the  value  of  stocks  and  bonds  not 
previously  taxed.  The  property  previously  taxed  was  inherited 
from  the  decedent's  father,  who  died  on  June  1,  1929.  The  tax  on 
the  father's  estate  was  paid.  The  property  previously  taxed  may  be 
set  forth  as  follows : 
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Item  1 

Item  2 

Items 

Item  4 

Item  5 

Item  6 

Totals 


Decedent's 
estate 


$150,000 
40,000 

iw.oeo 

130,000 
90,000 
80.000 


600,000 


Prior  estate 


$100,000 

85,000 

125.000 

120.000 

115,000 

50,000 


595,000 


Lower  vahie 


$100,000 

40,000 

110,000 

120,000 

90,000 

60,000 


510,000 


Item  1,  $150,000,  is  specifically  bequeathed  to  a  charitable  organi- 
zation. Administration  expenses  and  debts  of  the  decedent  amount 
to  $250,000. 

The  decedent  having  died  prior  to  5  p.  m.,  eastern  standard 
time,  June  6,  1932,  the  deduction  is  limited  to  the  value  of  each 
item  placed  upon  it  by  the  Commissioner  in  the  prior  estate  or  gift, 
or  to  the  value  of  each  item  included  in  the  decedent's  gross  estate, 
whichever  is  the  lower.  Accordingly,  the  total  amount  of  the  deduc- 
tion thus  ascertained  is  $510,000.  In  accordance  with  paragraph 
(A)  (3)  of  this  article  the  deduction  must  be  diminished  to  the  extent 
of  the  value  of  any  specific  item  bequeathed  to  a  charitable  organi- 
zation. As  item  1  was  so  bequeathed  the  amount  of  $510,000  is 
diminished  by  $100,000,  the  value  of  item  1  as  included  in  the 
deduction  for  property  previously  taxed.  Also,  in  accordance  with 
paragraph  (A)  (3)  of  this  article  the  deduction  must  be  further 
diminished  to  the  extent  that  the  deductions  for  administration  ex- 
penses and  debts,  or  $250,000,  exceed  the  value  of  the  decedent's 
property  subject  to  debts  and  charges  and  not  previously  taxed,  or 
$200,000.  This  excess  is  $50,000.  The  deduction  for  property  pre- 
viously taxed  is,  therefore,  further  diminished  by  $50,000,  and  the 
amount  of  the  deduction  allowable  for  property  previously  taxed  is 
$360,000.  The  total  deductions  of  $860,000  (administration  expenses 
and  debts,  $250,000;  charitable  bequest,  $150,000;  property  previously 
taxed,  $360,000;  and  specific  exemption,  $100,000)  subtracted  from 
the  total  gross  estate  of  $1,000,000  leaves  a  net  estate  of  $140,000. 

Example  (2)  :  The  decedent  died  June  15,  1936.  The  value  of  his 
gross  estate  for  the  purpose  of  the  estate  tax  is  $1,000,000,  of  which 
$200,000  is  the  value  of  insurance  in  excess  of  $40,000  payable  to 
beneficiaries  other  than  the  estate,  $600,000  is  the  value  of  property 
previously  taxed,  and  $200,000  is  the  value  of  stocks  and  bonds  not 
so  taxed.  The  property  previously  taxed  was  inherited  from  the 
decedent's  father  who  died  on  June  1,  1932.    The  tax  on  the  father's 
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estate  was  paid.    The  property  previously  taxed  may  be  set  forth  as 
follows : 


Item  1 

Item  2 

Item  3 

Item  4 - 

Item  5 

Item  6 

Totals 


Decedent's 
estate 


$150,000 

40,000 

110,000 

130,000 

90,000 

80,000 


Prior 
estate 


600,000 


$100,000 

85,000 

125,000 

120,000 

115,000 

60,000 

595,000 


Item  1,  $150,000,  is  specifically  bequeathed  to  a  charitable  organiza- 
tion free  of  estate,  inheritance,  legacy,  or  succession  taxes.  Admin- 
istration expenses  and  debts  of  the  decedent  amount  to  $150,000.  At 
the  time  of  the  father's  death  there  was  an  unpaid  mortgage  of  $60,- 
000  on  item  5  which  was  deducted  in  determining  the  estate  tax 
liability  of  the  father's  estate.  This  mortgage  was  entirely  paid 
before  the  son's  death. 

The  decedent  having  died  after  5  p.  m.,  eastern  standard  time, 
June  6,  1932,  the  deduction  for  property  previously  taxed  is  limited 
to  the  aggregate  value  of  the  items  constituting  such  property  as 
finally  determined  in  the  case  of  the  prior  decedent  or  donor,  or  to 
the  aggregate  value  of  such  property  included  in  the  decedent's  gross 
estate,  whichever  is  the  lower.  Accordingly,  the  amount  of  the  de- 
duction for  property  previously  taxed  thus  ascertained  is  $595,000. 
In  accordance  with  paragraph  (B)  (2)  of  this  article  this  deduction 
is  reduced  by  $60,000,  the  amount  paid  in  the  discharge  of  the  mort- 
gage on  item  5.    The  deduction  thus  reduced  is  $535,000. 

The  deduction  is  further  reduced  by  a  proportionate  amount  com- 
puted under  the  provisions  of  paragraph  (B)  (3)  of  this  article.  As 
the  amount  of  the  specific  exemption  authorized  by  the  Kevenue  Act 
of  1926  is  greater  than  the  amount  of  the  specific  exemption  author- 
ized by  the  Kevenue  Act  of  1932,  the  amount  so  computed  in  deter- 
mining the  deduction  for  the  purpose  of  the  estate  tax  imposed  by 
the  Revenue  Act  of  1926  differs  from  the  amount  so  computed  in 
determining  the  deduction  for  the  purpose  of  the  additional  tax 
imposed  by  the  Eevenue  Act  of  1932. 

In  the  present  example  the  deductions,  except  for  property  previ- 
ously taxed,  amount  to  $400,000,  as  follows :  $150,000  for  the  chari- 
table bequest,  $150,000  for  administration  expenses  and  debts,  and 
$100,000  for  the  specific  exemption  authorized  by  the  Eevenue  Act 
of  1926.  The  proportionate  amount  by  which  the  deduction  for  prop- 
erty previously  taxed  is  further  reduced  for  the  purpose  of  the  estate 
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tax  imposed  by  the  Revenue  Act  of  1926  is  ascertained  by  multiply- 
ing the  above  mentioned  $400,000  by  0.535,  the  ratio  which  the  said 
^535,000  bears  to  the  value  of  the  gross  estate,  $1,000,000,  and 
I  Amounts  to  $214,000.  The  difference  between  $535,000  and  $214,000 
is  $321,000,  the  amount  in  which  the  deduction  for  property  previ- 
ously taxed  is  allowable  in  determining  the  tax  imposed  by  the  Reve- 
nue Act  of  1926.  The  total  amount  of  the  deductions,  $721,000, 
subtracted  from  the  value  of  the  gross  estate,  $1,000,000,  leaves  a 
net  estate  of  $279,000  the  transfer  of  which  is  subject  to  the  tax 
imposed  by  the  Revenue  Act  of  1926. 

The  Revenue  Act  of  1932,  as  amended  by  the  Revenue  Act  of 
1935,  provides  for  a  specific  exemption  of  $40,000.  Accordingly, 
the  deductions,  other  than  the  deduction  for  property  previously 
taxed,  allowable  under  that  Act,  as  amended,  amount  to  $340,000, 
and  0.535  of  that  amount  is  $181,900,  the  proportionate  amount  by 
which  the  deduction  for  property  previously  taxed  is  further  re- 
duced for  the  purposes  of  the  additional  tax.  The  difference  be- 
tween $535,000  and  $181,900  is  $353,100,  the  amount  in  which  the 
deduction  for  property  previously  taxed  is  allowable  in  determining 
the  additional  tax.  The  total  amount  of  the  deductions,  $693,100, 
subtracted  from  the  value  of  the  gross  estate,  $1,000,000,  leaves  a 
net  estate  of  $306,900,  the  transfer  of  which  is  subject  to  the  addi- 
tional tax  imposed  by  the  Revenue  Act  of  1932,  as  amended  by  the 
Revenue  Act  of  1935. 

Art.  42.  Property  originally  received. — If  the  property  originally 
received  from  a  donor  or  prior  decedent  is  included  in  the  decedent's 
gross  estate,  the  executor  must  describe  it  fully  and  prove  its  identity. 

Art.  43.  Property  acquired  in  exchange. — The  deduction  for  substi- 
tuted property  is  not  limited  to  property  acquired  by  a  single  ex- 
change of  property  received  from  the  donor  or  the  prior  decedent, 
but  extends  to  substituted  property  acquired  by  the  process  of 
exchange,  whether  through  the  medium  of  money  or  otherwise,  irre- 
spective of  the  number  of  conversions  involved,  including  the  pro- 
ceeds of  the  sale  or  other  disposition  of  property  so  received  or 
acquired,  as  well  as  property  acquired  by  purchase  with  the  proceeds 
of  the  sale  or  other  disposition  of  such  property  so  long  as  such 
proceeds  can  be  conclusively  identified  as  such  and  clearly  traced 
to  the  property  originally  so  received. 

The  executor  must  describe  and  fully  identify  both  the  property 
originally  received  from  the  donor  or  the  prior  decedent  and  the 
substituted  property  for  which  deduction  is  claimed,  giving  the  date 
and  stating  the  nature  of  the  transaction  by  which  the  substituted 
property  was  acquired,  together  with  the  name  and  address  of  the 
transferee.    If  the  transaction  was  evidenced  by  written  instrument 
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of  public  record,  precise  reference  to  such  record  must  be  made,  and 
if  by  instrument  not  of  record,  a  verified  copy  thereof  must  be  sup- 
plied. If  there  was  no  written  instrument,  there  must  be  furnished 
the  affidavit  of  one  or  more  persons  having  personal  knowledge  of 
the  matter,  setting  forth  the  facts  in  connection  therewith. 

The  burden  of  identifying  property  as  acquired  in  exchange  for 
property  included  in  the  gross  estate  of  the  prior  decedent  for  Fed- 
eral estate  tax  purposes  rests  upon  the  executor. 

DEDUCTIONS— TRANSFERS  FOR  PUBLIC,   CHARITABLE, 

RELIGIOUS,  ETC.,  USES 

Sbo.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate  shall 
be  determined — 

(a)  (as  amended  by  section  403(a)  of  the  Revenue  Act  of  1934)  In 
the  case  of  a  citizen  or  resident  of  the  United  States,  by  deducting  from 
the  value  of  the  gross  estate —    *     *     * 

(3)  (as  amended  by  section  807  of  the  Revenue  Act  of  1932  and  by 
section  406  of  the  Revenue  Act  of  1934)  The  amount  of  all  bequests, 
legacies,  devises,  or  transfers,  to  or  for  the  use  of  the  United  States, 
any  State,  Territory,  any  political  subdivision  thereof,  or  the  District 
of  Columbia,  for  exclusively  public  purposes,  or  to  or  for  the  use  of  any 
corporation  organized  and  operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes,  including  the  encourage- 
ment of  art  and  the  prevention  of  cruelty  to  children  or  animals,  no 
part  of  the  net  earnings  of  which  inures  to  the  benefit  of  any  private 
stockholder  or  individual,  and  no  substantial  part  of  the  activities  of 
which  is  carrying  on  propaganda,  or  otherwise  attempting,  to  infiuence 
legislation,  or  to  a  trustee  or  trustees,  or  a  fraternal  society,  order,  or 
association  operating  under  the  lodge  system,  but  only  if  such  contribu- 
tions or  gifts  are  to  be  used  by  such  trustee  or  trustees,  or  by  such 
fraternal  society,  order,  or  association,  exclusively  for  religious,  char- 
itable, scientific,  literary,  or  educational  purposes,  or  for  the  prevention 
of  cruelty  to  children  or  animals.  If  the  tax  imposed  by  section  301, 
or  any  estate,  succession,  legacy,  or  inheritance  taxes,  are,  either  by 
the  terms  of  the  will,  by  the  law  of  the  jurisdiction  under  which  the 
estate  is  administered,  or  by  the  law  of  the  jurisdiction  imposing  the 
particular  tax,  payable  in  whole  or  in  part  out  of  the  bequests,  legacies, 
or  devises  otherwise  deductible  under  this  paragraph,  then  the  amount 
deductible  under  this  paragraph  shall  be  the  amount  of  such  bequests, 
legacies,  or  devises  reduced  by  the  amount  of  such  taxes.  The  amount 
of  the  deduction  under  this  paragraph  for  any  transfer  shall  not  exceed 
the  value  of  the  transferred  property  required  to  be  included  in  the 
gross  estate;  and    *    *    • 
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Sec.  303.  (a)  (as  originally  enacted)  In  the  case  of  a  resident,  by 
deducting  from  the  value  of  the  gross  estate —    *     *    * 

(3)  The  amount  of  all  bequests,  legacies,  devises,  or  transfers,  to  or 
for  the  use  of  the  United  States,  any  State,  Territory,  any  political 
subdivision  thereof,  or  the  District  of  Columbia,  for  exclusively  public 
purposes,  or  to  or  for  the  use  of  any  corporation  organized  and  oper- 
ated exclusively  for  religious,  charitable,  scientific,  literary,  or  educa- 


tional purposes,  including  the  encouragement  of  art  and  the  prevention 
of  cruelty  to  children  or  animals,  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  stockholder  or  individual,  or  to  a 
trustee  or  trustees,  or  a  fraternal  society,  order,  or  association  operat- 
ing under  the  lodge  system,  but  only  if  such  contributions  or  gifts  are 
to  be  used  by  such  trustee  or  trustees,  or  by  such  fraternal  society, 
order,  or  association,  exclusively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes,  or  for  the  prevention  of  cruelty  to 
children  or  animals.  The  amount  of  the  deduction  under  this  para- 
graph for  any  transfer  shall  not  exceed  the  value  of  the  transferred 
property  required  to  be  included  in  the  gross  estate ;  and    *    *    *. 

Note. — The  second  sentence  of  section  303(a)(3),  as  amended,  was 
added  by  section  807  of  the  Revenue  Act  of  1932.  The  clause,  "and  no 
substantial  part  of  the  activities  of  which  is  carrying  on  propaganda, 
or  otherwise  attempting,  to  infiuence  legislation,"  was  added  by  section 
406  of  the  Revenue  Act  of  1934. 

Art.  44.  Transfers  for  public,  charitable,  religious,  etc.,  uses. — Deduc- 
tion may  be  taken  of  the  value  of  all  property  transferred  by  will 
or  by  the  decedent  in  his  lifetime  not  to  exceed  the  value  of  the 
transferred  property  required  to  be  included  in  the  gross  estate 
if  in  either  case  the  property  was  transferred  (1)  to  or  for  the  use 
of  the  United  States,  any  State,  Territory,  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  for  exclusively  public  purposes ; 
or  (2)  to  or  for  the  use  of  any  corporation  or  association  organized 
and  operated  exclusively  for  religious,  charitable,  scientific,  literary, 
or  educational  purposes  (including  the  encouragement  of  art  and 
the  prevention  of  cruelty  to  children  or  animals),  if  no  part  of  the 
net  earnings  of  the  corporation  or  association  inures  to  the  benefit 
of  any  private  stockholder  or  individual,  and  no  substantial  part  of 
the  activities  of  which  is  carrying  on  propaganda,  or  otherwise 
attempting,  to  influence  legislation;  or  (3)  to  a  trustee  or  trustees, 
or  a  fraternal  society,  order,  or  association  operating  under  the  lodge 
system,  if  such  transfers,  legacies,  bequests,  or  devises  are  to  be  used 
by  such  trustee,  trustees,  fraternal  society,  order,  or  association 
exclusively  for  religious,  charitable,  scientific,  literary,  or  educational 
purposes,  or  for  the  prevention  of  cruelty  to  children  or  animals. 

If  a  trust  is  created  for  both  a  charitable  and  a  private  purpose, 
deduction  mav  be  taken  of  the  value  of  the  beneficial  interest  in 
favor  of  the  former  only  insofar  as  such  interest  is  presently  ascer- 
tainable, and  hence  severable  from  the  interest  in  favor  of  the  private 
use.  Article  10  indicates  the  principles  to  be  applied  in  the  compu- 
tation of  the  present  worth  of  deferred  uses,  but  such  computation 
will  not  be  made  by  the  Commissioner  on  behalf  of  the  executor. 
Thus,  if  money  or  property  is  placed  in  trust  to  pay  the  income  to 
an  individual  during  his  life,  or  for  a  term  of  years,  and  then  to  pay 
or  deliver  the  principal  to  a  charitable  corporation,  or  to  apply  it  to 
a  charitable  purpose,  the  present  value  of  the  remainder  is  deducti- 
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ble.  To  determine  the  present  value  of  such  remainder,  use  the 
appropriate  factor  in  column  3  of  Table  A  or  B  of  article  10.  If 
the  present  worth  of  a  remainder  bequeathed  for  a  charitable  use  is 
dependent  upon  the  termination  of  more  than  one  life,  or  in  any 
other  manner  rendering  inapplicable  Table  A  or  B  of  article  10,  the 
claim  for  the  deduction  must  be  supported  by  a  full  statement,  in 
duplicate,  of  the  computation  of  the  present  worth  made,  in  accord- 
ance with  the  principles  set  forth  in  article  10,  by  one  skilled  in 
actuarial  computations. 

The  deduction  is  not  limited,  in  the  estates  of  residents  (or  of  citi- 
zens who  died  after  the  enactment  of  the  Revenue  Act  of  1934),  to 
transfers  to  domestic  corporations  or  associations,  or  to  trustees  for 
use  within  the  United  States. 

If  the  decedent  died  after  5  p.  m.,  eastern  standard  time,  June  6, 
1932,  and  under  the  terms  of  the  will,  or  the  law  of  the  jurisdiction 
wherein  the  estate  is  administered,  or  the  law  of  the  jurisdiction  im- 
posing the  particular  tax,  the  Federal  estate  tax  (including  the  addi- 
tional estate  tax  imposed  by  the  Revenue  Act  of  1932,  or  by  that 
Act  as  amended),  or  any  estate,  succession,  legacy,  or  inheritance  tax 
is  payable  in  whole  or  in  part  out  of  any  bequest,  legacy,  or  devise 
deductible  under  section  303(a)  (3),  the  sum  deductible  is  the  amount 
of  such  bequest,  legacy,  or  devise  so  reduced.     Thus,  if  $50,000  is 
bequeathed  for  a  charitable  purpose  and  is  subjected  to  a  State  in- 
heritance tax  of  $5,000,  the  amount  deductible  is  $46,000 ;  or  if  a  life 
estate  is  bequeathed  to  an  individual  with  remainder  over  to  a  chari- 
table corporation,  and  by  the  local  law  the  legacy  tax  upon  the  life 
estate  is  taken  out  of  the  corpus  with  the  result  that  the  charitable 
corporation  will  be  entitled  to  receive  only  the  amount  of  the  fund 
less  the  tax,  the  deduction  is  limited  to  the  present  worth,  as  of  the  date 
of  the  testator's  death,  of  the  remainder  of  the  fund  so  reduced;  or 
if  the  testator  bequeaths  his  residuary  estate,  or  a  portion  thereof,  to 
charity,  and  his  will  contains  a  direction  that  certain  inheritance 
taxes,  otherwise  payable  from  legacies  in  respect  to  which  they  were 
laid,  shall  be  payable  out  of  such  residuary  estate,  the  deduction  may 
not  exceed  the  bequest  to  charity  thus  reduced  pursuant  to  the  direc- 
tion of  the  will;  or  if  a  residuary  estate,  or  a  portion  thereof,  be 
bequeathed  to  charity,  and  by  the  local  law  the  Federal  estate  tax 
is  payable  out  of  the  residuary  estate,  the  deduction  may  not  exceed 
that  portion  of  the  residuary  estate  bequeathed  to  charity  as  reduced 
by  the  Federal  estate  tax.     The  statute  in  effect  provides  that  the 
deduction  shall  be  based  on  the  amount  actually  available  for  chari- 
table uses,  that  is,  the  amount  of  the  fund  remaining  after  the  pay- 
ment of  all  death  taxes.    The  return  should  fully  disclose  the  com- 
putation of  the  amount  to  be  deducted.    If  such  amount  is  dependent 
upon  the  amount  of  any  death  tax  which  has  not  been  paid  before 


the  filing  of  the  return.  Form  706,  there  should  be  submitted  with 
I  the  return  a  computation  of  such  tax. 

Art.  45.  Keligious,  charitable,  scientific,  and  educational  corpora- 
Itions. — ^A  corporation  or  association  to  which  such  a  transfer  was 
made  must  meet  four  tests:  (1)  It  must  be  organized  and  operated 
for  one  or  more  of  the  specified  purposes;  (2)  it  must  be  organized 
and  operated  exclusively  for  such  purpose  or  purposes;  (3)  no  part 
of  its  net  earnings  shall  inure  to  the  benefit  of  private  stockholders 
or  individuals;  and  (4)  no  substantial  part  of  its  activities  shall  be 
carrying  on  propaganda,  or  otherwise  attempting,  to  influence 
legislation. 

The  estate  is  not  deprived  of  the  right  to  deduct  the  value  of 
property  so  transferred  by  reason  of  the  fact  that  private  individuals 
are  the  recipients  of  the  benefits  which  the  corporation  or  associa- 
tion dispenses.  Such  right  is,  however,  lost  if  any  part  of  the  net 
earnings  of  the  corporation  or  association  inures  to  the  benefit  of  a 
private  stockholder  or  individual. 

Art.  46.  Proof  required. — In  establishing  the  right  of  the  estate  to 
this  deduction,  the  executor  must  submit : 

(1)  Duplicate  copies  of  the  will  of  the  decedent,  and  of  the  order 
admitting  the  will  to  probate,  one  copy  of  each  of  which  should 
be  certified,  if  the  deduction  is  claimed  of  property  transferred  by 
such  will.  Duplicate  copies  of  any  instrument  in  writing  by  which 
the  decedent  made  a  transfer  of  property  in  his  lifetime  the  value 
of  which  is  required  by  the  statute  to  be  included  in  his  gross  estate, 
if  the  deduction  is  claimed  of  property  so  transferred.  If  the  in- 
strument is  of  record  one  copy  thereof  should  be  certified,  and  if  not 
of  record,  one  copy  should  be  verified.  The  certified  or  verified 
copy  should  be  forwarded  by  the  collector  to  the  Commissioner. 

(2)  An  affidavit  by  the  executor  stating  whether  any  action  has 
been  instituted  to  contest  the  will,  or  any  bequest  or  devise  therein, 
the  deduction  of  which  from  the  gross  estate  is  claimed,  and  whether, 
according  to  his  information  and  belief,  any  such  action  is  designed 
or  contemplated. 

(3)  Such  other  documents  or  evidence  as  may  be  requested  by  the 
Commissioner. 

Art.  47.  Conditional  bequests. — If  the  transfer  is  dependent  upon 
the  performance  of  some  act  or  the  happening  of  some  event 
in  order  to  become  effective,  it  is  necessary  that  the  performance  of 
the  act  or  the  occurrence  of  the  event  shall  have  taken  place  before 
the  deduction  can  be  allowed. 

If  the  legatee,  devisee,  donee,  or  trustee  is  empowered  to  divert 
the  property  or  fund,  in  whole  or  in  part,  to  a  use  or  purpose  which 
Would  have  rendered  it,  to  the  extent  that  it  is  subject  to  such  power, 
not  deductible  had  it  been  directly  so  bequeathed,  devised,  or  given 
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by  the  decedent,  deduction  will  be  limited  to  that  portion,  if  any,  of 
the  property  or  fund  which  is  exempt  from  an  exercise  of  such  I 
power. 

SPECIFIC  EXEMPTION 

Sec.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate 
shall  be  determined — 

(a)  (as  amended  by  section  403(a)  of  the  Revenue  Act  of  1934) 
In  the  case  of  a  citizen  or  resident  of  the  United  States,  by  deducting 
from  the  value  of  the  gross  estate —    *     *     * 

(4)  An  exemption  of  $100,000.     *     *    * 

Sec.  401.  Revenue  Act  of  1932.     *    *.    * 

(c)  (as  amended  by  section  201(b)  of  the  Revenue  Act  of  1935) 
For  the  purposes  of  this  section  the  value  of  the  net  estate  shall  be 
determined  as  provided  in  Title  III  of  the  Revenue  Act  of  1926,  as 
amended,  except  that  in  lieu  of  the  exemption  of  $100,000  provided  in 
section  303(a)(4)  of  such  Act,  the  exemption  shall  be  $40,000. 


Sbo.  303.  (a)  (as  originally  enacted)  In  the  case  of  a  resident, 
by  deducting  from  the  value  of  the  gross  estate —    *     *     * 

SBO.  401.  (c)  Revenue  Act  of  1932,  as  originally  enacted.  For  the 
purposes  of  this  section  the  value  of  the  net  estate  shall  be  determined 
as  provided  in  Title  III  of  the  Revenue  Act  of  1926,  as  amended, 
except  that  in  lieu  of  the  exemption  of  $100,000  provided  in  section 
303(a)  (4)  of  such  Act,  the  exemption  shall  be  $50,000. 

Sec.  201.  Revenue  Act  of  1935.     *     *     ♦ 

(b)  Section  401(c)  of  the  Revenue  Act  of  1932  (relating  to  the 
exemption  for  the  purposes  of  the  additional  estate  tax)  is  amended 
by  striking  out  "$50,000"  and  inserting  in  lieu  thereof  "$40,000".    *    *    ♦ 

(d)  The  amendments  made  by  this-  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the  date  of 
the  enactment  of  this  Act. 

Art.  48.  Specific  exemption. — A  specific  exemption  should  be  de- 
ducted in  determining  the  net  estate  in  the  case  of  the  estate  of  a 
resident.  A  specific  exemption  should  also  be  deducted  in  the  case 
of  the  estate  of  a  citizen,  regardless  of  residence,  if  the  decedent  died 
after  11.40  a.  m.,  eastern  standard  time,  May  10,  1934.  The  specific 
exemption  deductible  in  determining  the  net  estate  upon  which  the 
tax  is  imposed  by  the  Revenue  Act  of  1926  (in  effect  after  10.25  a.  m., 
eastern  standard  time,  February  26,  1926) ,  is  $100,000.  The  specific 
exemption  deductible  in  determining  the  net  estate  upon  which  the 
additional  tax  is  imposed  by  the  Revenue  Act  of  1932  (in  effect  after 
5  p.  m.,  eastern  standard  time,  June  6,  1932)  is  $50,000  if  the 
decedent  died  prior  to  August  31,  1935,  and  $40,000  if  the  decedent 
died  on  or  after  August  31,  1935.  If  the  decedent  died  prior  to 
the  enactment  of  the  Revenue  Act  of  1926,  the  specific  exemption  is 
$50,000.  No  specific  exemption  is  authorized  in  the  case  of  the 
estate  of  a  nonresident  alien,  and  no  specific  exemption  is  authorized 
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in  the  case  of  the  estate  of  a  nonresident,  regardless  of  citizenship, 
if  the  decedent  died  prior  to  11.40  a.  m.,  eastern  standard  time, 
May  10,  1934. 

ESTATES  OF  NONRESIDENT  ALIENS 

Sec.  30B.  (d)  (as  amended  by  section  403(d)  of  the  Revenue  Act 
of  1934)  For  the  purpose  of  this  title,  stock  in  a  domestic  corporation 
owned  and  held  by  a  nonresident  not  a  citizen  of  the  United  States 
shall  be  deemed  property  within  the  United  States,  and  any  property 
of  which  the  decedent  has  made  a  transfer,  by  trust  or  otherwise, 
within  the  meaning  of  subdivision  (c)  or  (d)  of  section  302,  shall  be 
deemed  to  be  situated  in  the  United  States,  if  so  situated  either  at  the 
time  of  the  transfer,  or  at  the  time  of  the  decedent's  death.    *     *    * 

(e)  (as  amended  by  section  403(d)  of  the  Revenue  Act  of  1934) 
The  amount  receivable  as  insurance  upon  the  life  of  a  nonresident  not 
a  citizen  of  the  United  States,  and  any  moneys  deposited  with  any 
person  carrying  on  the  banking  business,  by  or  for  a  nonresident  not 
a  citizen  of  the  United  States  who  was  not  engaged  in  business  in 
the  United  States  at  the  time  of  his  death,  shall  not,  for  the  purpose 
of  this  title,  be  deemed  property  within  the  United  States. 

(f)  Missionaries  duly  commissioned  and  serving  under  boards  of 
foreign  missions  of  the  various  religious  denominations  in  the  United 
States,  dying  while  in  the  foreign  missionary  service  of  such  boards, 
shall  not,  by  reason  merely  of  their  intention  to  permanently  remain 
in  such  foreign  service,  be  deemed  nonresidents  of  the  United  States, 
but  shall  be  presumed  to  be  residents  of  the  State,  the  District  of 
Columbia,  or  the  Territories  of  Alaska  or  Hawaii  wherein  they  respec- 
tively resided  at  the  time  of  their  commission  and  their  departure 
for  such  foreign  service. 

Sbo.  303.  (d)  (as  originally  enacted)  For  the  purpose  of  this  title, 
stock  in  a  domestic  corporation  owned  and  held  by  a  nonresident 
decedent  shall  be  deemed  property  within  the  United  States,  and  any 
property  of  which  the  decedent  has  made  a  transfer,  by  trust  or 
otherwise,  within  the  meaning  of  subdivision  (c)  or  (d)  of  section 
302,  shall  be  deemed  to  be  situated  in  the  United  States,  if  so  situated 
either  at  the  time  of  the  transfer,  or  at  the  time  of  the  decedent's 
death. 

Sec.  303.  (e)  (as  originally  enacted)  The  amount  receivable  as 
insurance  upon  the  life  of  a  nonresident  decedent,  and  any  moneys 
deposited  with  any  person  carrying  on  the  banking  business,  by  or 
for  a  nonresident  decedent  who  was  not  engaged  in  business  in  the 
United  States  at  the  time  of  his  death,  shall  not,  for  the  purpose 
of  this  title,  be  deemed  property  within  the  United  States. 

Sec.  403.  Revenue  Act  of  1934.    *     *    * 

(d)  Section  303  (d)  and  (e)  of  such  Act,  as  amended,  are  amended 
by  striking  out  the  phrase  '^nonresident  decedent"  wherever  such 
phrase  appears  in  such  subdivisions  and  inserting  in  lieu  thereof  in 
each  case  "nonresident  not  a  citizen  of  the  United  States".    ♦    *     * 

Art.  49.  (Jross  estate. — ^The  gross  estate  of  a  citizen,  alien,  resi- 
dent, and  nonresident  are  made  up  in  the  same  way.    For  computa- 
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tion  of  net  estate  of  a  nonresident  alien  (or  a  nonresident,  regardless 
of  citizenship,  if  death  occurred  prior  to  the  enactment  of  the 
Revenue  Act  of  1934),  see  article  61.  For  meaning  of  the  terms 
"citizens,"  "residents,"  and  "nonresidents,"  and  the  presumption 
applying  as  to  the  residence  of  missionaries,  see  article  5. 

Art.  50.  Situs  of  property.— Real  estate  and  tangible  personal  prop- 
erty are  situated  in  the  United  States  if  physically  therein.  Cer- 
tificates of  stock,  bonds,  bills,  notes,  and  other  written  evidences  of 
intangible  property  which  are  treated  as  being  the  property  itself 
are  property  situated  in  the  United  States  if  physically  situated 
therein. 

Except  as  provided  in  section  303(e)  intangible  personal  property 
has  a  situs  within  the  United  States  if  consisting  of  a  property 
right  issuing  from  or  enforceable  against  a  corporation  (public  or 
private)  organized  in  the  United  States  or  a  person  who  is  a  resi- 
dent of  the  United  States.  As  examples,  the  following  may  be  given : 
Corporate  stock  issued  by  such  a  corporation,  or  a  simple  debt,  bond, 
note,  or  other  chose  in  action  for  which  such  a  corporation  or  indi- 
vidual is  liable.  Under  the  provisions  of  section  303(e)  the  amount 
receivable  as  insurance  upon  the  life  of  a  nonresident  decedent  (non- 
resident alien  decedent  if  death  occurred  after  the  enactment  of  the 
Revenue  Act  of  1934)  and  any  moneys  deposited  with  any  person 
carrying  on  the  banking  business  by  or  for  such  a  decedent  not  en- 
gaged in  business  in  the  United  States  at  the  time  of  his  death  shall 
not  be  deemed  property  within  the  United  States. 

Property  of  which  the  decedent  has  made  a  transfer  taxable 
under  the  provisions  of  article  15  of  these  regulations  is  deemed  to 
be  situated  in  the  United  States  if  so  situated  either  at  the  time  of 
the  transfer  or  at  the  tune  of  the  decedent's  death.  (See  articles  15 
to  21,  inclusive.) 

DEDUCTIONS— ESTATES  OF  NONRESIDENT  ALIENS 

Seo.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate 
shall  be  determined —    *     *     * 

(b)  (as  amended  by  section  403(b)  of  the  Revenue  Act  of  1934) 
In  the  case  of  a  nonresident  not  a  citizen  of  the  United  States,  by 
deducting  from  the  value  of  that  part  of  his  gross  estate  which  at' the 
time  of  his  death  is  situated  in  the  United  States— 

(1)  (as  amended  by  section  401(a)  of  the  Revenue  Act  of  1928) 
That  proportion  of  the  deductions  specified  in  paragraph  (1)  of  sub- 
division (a)  of  this  section  which  the  value  of  such  part  bears  to  the 
value  of  his  entire  gross  estate,  wherever  situated; 

(2)  (as  amended  by  section  806(b)  of  the  Revenue  Act  of  1932 
and  by  section  402  of  the  Revenue  Act  of  1934)  An  amount  equal  to 
the  value  of  any  property  (A)  forming  a  part  of  the  gross  estate  situ- 
ated in  the  United  States  of  any  person  who  died  within  five  years 
prior  to  the  death  of  the  decedent,  or  (B)  transferred  to  the  decedent 
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by  gift  within  five  years  prior  to  his  death,  where  such  property  can  be 
identified  as  having  been  received  by  the  decedent  from  the  donor  by 
gift,  or  from  such  prior  decedent  by  gift,  bequest,  devise,  or  inherit- 
ance, or  which  can  be  identified  as  having  been  acquired  in  exchange 
for  property  so  received.  This  deduction  shall  be  allowed  only  where 
a  gift  tax  imposed  under  the  Revenue  Act  of  1982,  or  an  estate  tax 
imposed  under  this  or  any  prior  Act  of  Congress,  was  finally  deter- 
mined and  paid  by  or  on  behalf  of  such  donor,  or  the  estate  of  such 
prior  decedent,  as  the  case  may  be,  and  only  in  the  amount  finally 
determined  as  the  value  of  such  property  in  determining  the  value 
of  the  gift,  or  the  gross  estate  of  such  prior  decedent,  and  only  to  the 
extent  that  the  value  of  such  property  is  included  in  that  part  of  the 
decedent's  gross  estate  which  at  the  time  of  his  death  is  situated  in 
the  United  States,  and  only  if  in  determining  the  value  of  the  net 
estate  of  the  prior  decedent  no  deduction  was  allowable  under  this 
paragraph  in  respect  of  the  property  or  property  given  in  exchange 
therefor.  Where  a  deduction  was  allowed  of  any  mortgage  or  other 
lien  in  determining  the  gift  tax,  or  the  estate  tax  of  the  prior  de- 
cedent, which  was  paid  in  whole  or  in  part  prior  to  the  de- 
cedent's death,  then  the  deduction  allowable  under  this  paragraph  shall 
be  reduced  by  the  amount  so  paid.  The  deduction  allowable  under 
this  paragraph  shall  be  reduced  by  an  amount  which  bears  the  same 
ratio  to  the  amounts  allowed  as  deductions  under  paragraphs  (1)  and 
(3)  of  this  subdivision  as  the  amount  otherwise  deductible  under 
this  paragraph  bears  to  the  value  of  that  part  of  the  decedent's  gross 
estate  which  at  the  time  of  his  death  is  situated  in  the  United  States. 
Where  the  property  referred  to  in  this  paragraph  consists  of  two  or 
more  items  the  aggregate  value  of  such  items  shall  be  used  for  the 
purpose  of  computing  the  deduction. 

(3)  (as  amended  by  section  807  of  the  Revenue  Act  of  1932  and 
by  section  406  of  the  Revenue  Act  of  1934)  The  amount  of  all  be- 
quests, legacies,  devises,  or  transfers,  to  or  for  the  use  of  the  United 
States,  any  State,  Territory,  any  political  subdivision  thereof,  or  the 
District  of  Columbia,  for  exclusively  public  purposes,  or  to  or  for  the 
use  of  any  domestic  corporation  organized  and  operated  exclusively 
for  religious,  charitable,  scientific,  literary,  or  educational  purposes, 
including  the  encouragement  of  art  and  the  prevention  of  cruelty  to 
children  or  animals,  no  part  of  the  net  earnings  of  which  inures  to 
the  benefit  of  any  private  stockholder  or  individual,  and  no  substan- 
tial part  of  the  activities  of  which  is  carrying  on  propaganda,  or 
otherwise  attempting,  to  influence  legislation,  or  to  a  trustee  or  trus- 
tees, or  a  fraternal  society,  order,  or  association  operating  under  the 
lodge  system,  but  only  if  such  contributions  or  gifts  are  to  be  used 
within  the  United  States  by  such  trustee  or  trustees,  or  by  such 
fraternal  society,  order,  or  association,  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes,  or  for  the 
prevention  of  cruelty  to  children  or  animals.  If  the  tax  imposed  by 
section  301,  or  any  estate,  succession,  legacy,  or  inheritance  taxes, 
are,  either  by  the  terms  of  the  will,  by  the  law  of  the  jurisdiction 
under  which  the  estate  is  administered,  or  by  the  law  of  the  juris- 
diction imposing  the  particular  tax,  payable  in  whole  or  in  part  out 
out  of  the  bequests,  legacies,  or  devises  otherwise  deductible  under 
this   paragraph,   then   the   amount  deductible   under   this   paragraph 
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Shall  be  the  amount  of  such  bequests,  legacies,  or  devises  reduced  by 
the  amount  of  such  taxes.  The  amount  of  the  deduction  under  this 
paragraph  for  any  transfer  shall  not  exceed  the  value  of  the  trans- 
ferred property  required  to  be  included  in  the  gross  estate. 

(c)  (as  amended  by  section  403(c)  of  the  Revenue  Act  of  1934) 
No  deduction  shall  be  allowed  in  the  case  of  a  nonresident  not  a  citi- 
zen of  the  United  States  unless  the  executor  includes  in  the  return 
required  to  be  filed  under  section  304  the  value  at  the  time  of  his 
death  of  that  part  of  the  gross  estate  of  the  nonresident  not  situated 
in  the  United  States.    *    *    * 
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Sec.  303  (as  originally  enacted).  For  the  purpose  of  the  tax  the 
value  of  the  net  estate  shall  be  determined —    *     *     * 

(b)  In  the  case  of  a  nonresident,  by  deducting  from  the  value  of 
that  part  of  his  gross  estate  which  at  the  time  of  his  death  is  situated 
in  the  United  States — 

(1)  That  proportion  of  the  deductions  specified  in  paragraph  (1)  of 
subdivision  (a)  of  this  section  which  the  value  of  such  part  bears  to 
the  value  of  his  entire  gross  estate,  wherever  situated,  but  in  no  case 
shall  the  amount  so  deducted  exceed  10  per  centum  of  the  value  of  that 
part  of  his  gross  estate  which  at  the  time  of  his  death  is  situated  in 
the  United  States; 

(2)  An  amount  equal  to  the  value  of  any  property  (A)  forming  a 
part  of  the  gross  estate  situated  in  the  United  States  of  any  person 
who  died  within  five  years  prior  to  the  death  of  the  decedent,  or  (B) 
transferred  to  the  decedent  by  gift  within  five  years  prior  to  his  death, 
where  such  property  can  be  identified  as  having  been  received  by  the 
decedent  from  such  donor  by  gift  or  from  such  prior  decedent  by  gift, 
bequest,  devise,  or  inheritance,  or  which  can  be  identified  as  having 
been  acquired  in  exchange  for  property  so  received.  This  deduction 
shall  be  allowed  only  where  a  gift  tax  imposed  under  the  Revenue  Act 
of  1924,  or  an  estate  tax  imposed  under  this  or  any  prior  Act  of  Con- 
gress was  paid  by  or  on  behalf  of  the  donor  or  the  estate  of  such  prior 
decedent  as  the  case  may  be,  and  only  in  the  amount  of  the  value 
placed  by  the  Commissioner  on  such  property  in  determining  the  value 
of  the  gift  or  the  gross  estate  of  such  prior  decedent,  and  only  to  the 
extent  that  the  value  of  such  property  is  included  in  that  part  of  the 
decedent's  gross  estate  which  at  the  time  of  his  death  is  situated  in 
the  United  States  and  not  deducted  under  paragraph  (1)  or  (3)  of 
this  subdivision;  and 

(3)  The  amount  of  all  bequests,  legacies,  devises,  or  transfers,  to 
or  for  the  use  of  the  United  States,  any  State,  Territory,  any  political 
subdivision  thereof,  or  the  District  of  Columbia,  for  exclusively  public 
purposes,  or  to  or  for  the  use  of  any  domestic  corporation  organized 
and  operated  exclusively  for  religious,  charitable,  scientific,  literary, 
or  educational  purposes,  including  the  encouragement  of  art  and  the 
prevention  of  cruelty  to  children  or  animals,  no  part  of  the  net  earn- 
ings of  which  inures  to  the  benefit  of  any  private  stockholder  or  indi- 
vidual, or  to  a  trustee  or  trustees,  or  a  fraternal  society,  order,  or 
association  operating  under  the  lodge  system,  but  only  if  such  con- 
tributions or  gifts  are  to  be  used  within  the  United  States  by  such 
trustee  or  trustees,  or  by  such  fraternal  society,  order,  or  association, 


exclusively  for  religious,  charitable,  scientific,  literary,  or  educational 
purposes,  or  for  the  prevention  of  cruelty  to  children  or  animals.  The 
amount  of  the  deduction  under  this  paragraph  for  any  transfer  shall 
not  exceed  the  value  of  the  transferred  property  required  to  be 
included  in  the  gross  estate. 

(c)  No  deduction  shall  be  allowed  in  the  case  of  a  nonresident  un- 
less the  executor  includes  in  the  return  required  to  be  filed  under 
section  304  the  value  at  the  time  of  his  death  of  that  part  of  the 
gross  estate  of  the  nonresident  not  situated  in  the  United  States.    *    *    * 

Sec.  403.  Revenue  Act  of  1934.     *     *     * 

(b)  Section  303(b)  of  such  Act,  as  amended,  is  amended  by  strik- 
ing out  "In  the  case  of  a  nonresident"  and  inserting  in  lieu  thereof  "In 
the  case  of  a  nonresident  not  a  citizen  of  the  United  States". 

(c)  Section  303(c)  of  such  Act,  as  amended,  is  amended  by  strik- 
ing out  "in  the  case  of  a  nonresident"  and  inserting  in  lieu  thereof  "in 
the  case  of  a  nonresident  not  a  citizen  of  the  United  States".     *     *     * 

Sec.  401.  Revenue  Act  of  1928. 

(a)  Section  303(b)  (1)  of  the  Revenue  Act  of  1926  (relating  to  de- 
ductions from  the  gross  estate  of  a  nonresident  decedent)  is  amended 
by  striking  out :  ",  but  in  no  case  shall  the  amount  so  deducted  exceed 
10  per  centum  of  the  value  of  that  part  of  his  gross  estate  which  at  the 
time  of  his  death  is  situated  in  the  United  States." 

(b)  Subsection  (a)  of  this  section  shall  apply  in  the  case  of  nonresi- 
dent decedents  dying  after  the  enactment  of  this  Act. 

Note. — All  of  the  amendments  to  section  303(b)(2),  as  originally 
enacted,  were  made  by  section  806(b)  of  the  Revenue  Act  of  1932, 
except  that  the  following  clause  was  inserted  by  section  402  of  the  Rev- 
enue Act  of  1934:  "and  only  if  in  determining  the  value  of  the  net 
estate  of  the  prior  decedent  no  deduction  was  allowable  under  this 
paragraph  in  respect  of  the  property  or  property  given  in  exchange 
therefor". 

Sec.  807.  Revenue  Act  of  1932. 

Sections  303(a)  (3)  and  303(b)  (3)  of  the  Revenue  Act  of  1926  are 
amended  by  inserting  after  the  first  sentence  of  each  a  new  sentence  to 
read  as  follows: 

"If  the  tax  imposed  by  section  301,  or  any  estate,  succession,  legacy, 
or  inheritance  taxes,  are,  either  by  the  terms  of  the  will,  by  the  law 
of  the  jurisdiction  under  which  the  estate  is  administered,  or  by  the 
law  of  the  jurisdiction  imposing  the  particular  tax,  payable  in  whole 
or  in  part  out  of  the  bequests,  legacies,  or  devises  otherwise  deductible 
under  this  paragraph,  then  the  amount  deductible  under  this  para- 
graph shall  be  the  amount  of  such  bequests,  legacies,  or  devises  reduced 
by  the  amount  of  such  taxes." 

Sec.  406.  Revenue  Act  of  1934. 

Section  303(a)  (3)  and  section  303(b)  (3)  of  the  Revenue  Act  of  1926, 
as  amended,  are  amended  by  inserting  after  "individual",  wherever 
appearing  therein,  a  comma  and  the  following:  "and  no  substantial 
part  of  the  activities  of  which  is  carrying  on  propaganda,  or  otherwise 
attempting,  to  infiuence  legislation". 

Art.  51.  Net  estate. — The  statute  imposes  the  tax  upon  the  transfer 
of  only  the  portion  of  the  estate  of  a  nonresident  alien  (or  of  a  non- 
resident, regardless  of  citizenship,  if  the  decedent  died  prior  to  the 
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enactment  of  the  Ke venue  Act  of  1934)  that  was  situated  in  the 
United  States.  In  determining  the  net  estate,  the  deductions  spe- 
cifically authorized  for  this  class  of  cases  may  be  taken  from  the 
portion  of  the  gross  estate  situated  in  the  United  States. 

Art.  52.  Deductions  of  administration  expenses,  claims,  etc. — In  estates 
of  nonresident  aliens  (or  of  nonresidents,  regardless  of  citizenship, 
if  the  decedents  died  prior  to  the  enactment  of  the  Kevenue  Act  of 
1934),  deductions  from  the  gross  estate  may  be  taken,  subject  to  the 
limitations  set  forth  in  articles  29  to  40,  inclusive,  and  to  the  limi- 
tations hereinafter  stated,  for  the  following :  Funeral  expenses ;  ad- 
ministration expenses ;  claims  against  the  estate ;  unpaid  mortgages ; 
losses  incurred  during  the  settlement  of  the  estate  arising  from  fires, 
storms,  shipwrecks,  or  other  casualties,  or  from  theft,  if  such  losses 
are  not  compensated  for  by  insurance  or  otherwise;  and  amounts 
reasonably  required  and  actually  expended  for  the  support  during 
the  settlement  of  the  estate  of  those  dependent  upon  the  decedent. 
It  is  immaterial  whether  the  amounts  to  be  deducted  were  incurred 
or  expended  within  or  without  the  United  States,  but  certain  limita- 
tions are  imposed  which  do  not  apply  to  estates  of  residents  or  citi- 
zens (or  of  residents  only,  without  regard  to  citizenship,  if  the  de- 
cedents died  prior  to  the  enactment  of  the  Kevenue  Act  of  1934), 
namely : 

(1)  Only  that  proportion  of  the  aggregate  thereof  is  deductible 
which  the  value  of  that  part  of  the  gross  estate  situated  (within  the 
meaning  of  the  statute)  in  the  United  States,  bears  to  the  value  of 
the  entire  gross  estate,  wherever  situated;  and  if  the  decedent  died 
prior  to  the  effective  date  of  the  Kevenue  Act  of  1928,  no  sum  may 
be  deducted  in  excess  of  10  per  cent  of  the  value  of  that  part  of  the 
gross  estate  situated  in  the  United  States.  (See  article  55.)  The 
10  per  cent  limitation  does  not  apply  to  the  deductions  hereafter 
considered  in  articles  53  and  54. 

(2)  No  deduction  whatever  may  be  taken  unless  the  executor  in- 
cludes in  the  return  the  value  of  that  part  of  the  gross  estate  not 
situated  in  the  United  States.  Such  part  of  the  gross  estate  must 
be  valued  as  of  the  date  of  the  decedent's  death;  or,  if  the  option 
authorized  by  section  302(j)  is  exercised,  such  part  must  be  valued 
in  accordance  with  the  provisions  of  article  11. 

In  order  that  the  Commissioner  may  properly  pass  upon  the  items 
claimed  as  deductions,  the  executor  should  submit  a  certified  copy 
of  the  schedule  of  liabilities,  claims  against  the  estate,  and  expenses 
of  administration  filed  under  the  foreign  death-duty  act ;  or,  if  no 
such  schedule  was  filed,  a  certified  copy  of  the  schedule  of  such  lia- 
bilities, claims,  and  expenses  filed  with  the  foreign  court  in  which 
administration  was  had;  or,  if  items  of  deduction  allowable  under 
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section  303(b)(1)  were  not  included  in  either  such  schedule,  or  if 
no  such  schedules  were  filed,  then  the  affidavit  of  the  foreign  executor 
setting  forth  the  facts  relied  upon  as  entitling  the  estate  to  the  bene- 
fit of  the  particular  deduction  or  deductions. 

Art.  53.  Deduction  of  the  value  of  property  previously  taxed. — ^The 
right  to  deduct  the  value  of  property  received  by  a  nonresident 
alien  decedent  (or  by  a  nonresident,  regardless  of  citizenship,  if  the 
decedent  died  prior  to  the  enactment  of  the  Kevenue  Act  of  1934) 
by  gift  from  any  person  within  five  years  prior  to  his  death,  or  by 
gift,  bequest,  devise,  or  inheritance  from  any  person  who  died 
within  five  years  prior  to  his  death,  or  of  the  value  of  property 
acquired  in  exchange  for  property  so  received,  is  governed  by  the 
same  rules  as  those  applying  to  estates  of  residents  (articles  41  to 
43,  inclusive),  subject  to  the  four  following  exceptions: 

(1)  The  deduction  is  not  available  to  any  extent  unless  the  execu- 
tor includes  in  the  return  the  value  of  that  part  of  the  gross  estate 
not  situated  in  the  United  States.  Such  part  of  the  gross  estate 
must  be  valued  as  of  the  date  of  the  decedent's  death;  or,  if  the 
option  authorized  by  section  302(j)  is  exercised,  such  part  must 
be  valued  in  accordance  with  the  provisions  of  article  11. 

(2)  The  property  for  which  the  deduction  is  claimed  must  be 
included  in  that  part  of  the  gross  estate  situated  in  the  United 
States  at  the  time  of  the  decedent's  death. 

(3)  If  the  decedent  died  prior  to  the  enactment  of  the  Kevenue 
Act  of  1932,  references  in  article  41(&)(A)(3)  to  paragraphs  (1) 
and  (3)  of  subdivision  (a)  of  section  303,  shall  be  deemed  to  refer 
to  paragraphs  (1)  and  (3)  of  subdivision   (b)  of  section  303. 

(4)  If  the  decedent  died  after  the  enactment  of  the  Revenue  Act 
of  1932,  instead  of  the  amount  of  the  deduction  being  reduced  in 
accordance  with  the  third  limitation  set  forth  under  article 
41(&)  (B),  the  amount  of  the  deduction  is  reduced  by  the  proportion 
of  the  total  other  deductions,  allowed  under  paragraphs  (1)  and 
(3)  of  subdivision  (b)  of  section  303,  which  the  amount  otherwise 
deductible  for  property  previously  taxed  bears  to  the  value  of  the 
part  of  the  gross  estate  situated  in  the  United  States  at  the  time  of 
the  decedent's  death. 

Art.  54.  Deduction  of  value  of  transfers  for  public,  charitable,  religious, 
etc.,  uses. — ^The  right  to  deduct  the  value  of  property  transferred  by 
nonresident  aliens  (or  nonresidents,  regardless  of  citizenship,  if  de- 
cedents died  prior  to  the  enactment  of  the  Kevenue  Act  of  1934)  for 
public,  religious,  charitable,  scientific,  literary,  or  educational  pur- 
poses is  governed  by  the  same  rules  as  those  applying  to  estates  of 
resident  decedents  (articles  44  to  47,  inclusive),  subject,  however,  to 
the  two  following  exceptions : 
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(1)  The  right  is  limited  to  transfers  to  corporations  and  associa- 
tions created  or  organized  in  the  United  States,  or  to  trustees  for 
use  within  the  United  States. 

(2)  The  right  is  available  only  if  the  executor  includes  in  the 
return  the  value  of  that  part  of  the  gross  estate  not  situated  in  the 
United  States.  Such  part  of  the  gross  estate  must  be  valued  as  of 
the  date  of  the  decedent's  death;  or,  if  the  option  authorized  by 
section  302  (j)  is  exercised,  such  part  must  be  valued  in  accordance 
with  the  provisions  of  article  11. 

Instead  of  duplicate  copies  of  the  documents  specified  in  article  46, 
only  one  copy  is  required  to  be  filed. 

Art.  55.  Determination  of  net  estate. — The  following  example  will 
show  the  manner  of  determining  the  net  estate  of  a  nonresident 
alien.  The  gross  estate,  wherever  situated,  amounts  to  $1,000,000, 
of  which  $200,000  represents  the  value  of  the  property  having  its 
situs  within  the  United  States  (the  term  "United  States"  including 
not  only  the  several  States,  but  also  the  Territories  of  Alaska  and 
Hawaii,  and  the  District  of  Columbia).  The  funeral  expenses, 
administration  expenses,  and  claims  against  the  estate  aggregate 
$150,000,  and  there  are  charitable  bequests,  for  use  within  the  United 
States,  amounting  to  $25,000.  Hence  the  property  situated  within 
the  United  States  constitutes  20  per  cent  of  the  entire  gross  estate 
wherever  situated,  and  a  like  percentage  of  the  $150,000  is  $30,000. 
The  following  result  is  accordingly  obtained : 

Gross  estate  within  the  United  States $200,000 

''       20  per  cent  of  $150,000 $30,000 

Charitable   bequests   for   use   within   the   United 

States 25,  000 

55,000 

Net  estate 145,  OOO 

For  the  manner  of  computing  the  tax  on  the  net  estate,  see 
article  8. 

In  the  example  given,  had  the  decedent  died  prior  to  the  effective 
date  of  the  Revenue  Act  of  1928,  20  per  cent  of  the  funeral  expenses, 
administration  expenses,  and  claims  against  the  estate,  or  $30,000. 
would  not  have  been  deductible,  for  the  reason  that  it  would  have 
exceeded  10  per  cent  of  the  value  of  the  property  situated  in  tlie 
United  States.  The  deduction  in  such  case  would  have  been  limited 
to  10  per  cent  of  $200,000,  plus  the  charitable  bequests,  or  a  total  of 
$45,000,  and  the  resultant  net  estate  would  have  been  $155,000,  instead 
of  the  amount  given  in  the  example. 

Art.  56.  Payment  of  tax. — The  provisions  relating  to  credits  (see 
article  9)  and  to  rates  and  payment  of  the  tax  are  the  same  in  estates 
of  nonresident  aliens  (or  of  nonresidents,  regardless  of  citizenship, 
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if  the  decedents  died  prior  to  the  enactment  of  the  Revenue  Act  of 
1934)  and  of  residents  or  citizens  (or  of  i-esidents  only,  without 
regard  to  citizenship,  if  the  decedents  died  prior  to  the  enactment 
of  the  Revenue  Act  of  1934).  The  statute  provides  that  the 
executor  shall  pay  the  tax.  If  there  is  no  executor  or  administrator 
appointed,  qualified,  and  acting  within  the  United  States,  every  per- 
son in  either  the  actual  or  constructive  possession  of  any  property  of 
the  decedent  is  constituted  by  the  statute  an  executor  for  the  purpose 
of  tax  payment,  and  is  liable  for  the  tax  to  the  extent  of  the  prop- 
erty so  in  his  possession.  (See  articles  78  to  85,  inclusive.)  All 
checks,  drafts,  or  money  orders  should  be  made  payable  to  the  order 
of  Collector  of  Internal  Revenue. 

PRELIMINARY  NOTICE— ESTATES  OF  RESIDENTS  OR  CITIZENS 

Sec.  304.  (a)  The  executor,  within  two  months  after  the  decedent's 
death,  or  within  a  like  period  after  qualifying  as  such,  shall  give  writ- 
ten notice  thereof  to  the  collector.     *     *     * 

Seo.  403.  Revenue  Act  of  1932,  as  amended  by  section  403(f)  of  the 
Revenue  Act  of  1934  and  by  section  201(c)  of  the  Revenue  Act  of  1935. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401  of 
this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner,  and 
shall  be  subject  to  the  same  provisions  of  law  (including  penalties),  as 
the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of  1926,  except 
that  in  the  case  of  a  citizen  or  resident  of  the  United  States  a  return 
shall  be  required  if  the  value  of  the  gross  estate  at  the  time  of  the 
decedent's  death  exceeds  $40,000. 


Sec.  403.  Revenue  Act  of  1932,  as  originally  enacted. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401  of 
this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner,  and 
shall  be  subject  to  the  same  provisions  of  law  (including  penalties;),  as 
the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of  1926,  except 
that  in  the  case  of  a  resident  decedent  a  return  shall  be  required  if  the 
value  of  the  gross  estate  at  the  time  of  the  decedent's  death  exceeds 
$50,000. 

Note. — The  words  "resident  decedent"  were  stricken  out  and  the 
words  "citizen  or  resident  of  the  United  States"  substituted  by  section 
403(f)  of  the  Revenue  Act  of  1934.  This  section  was  further  amended 
by  section  201(c)  of  the  Revenue  Act  of  1935  by  striking  out  "$50,000" 
and  substituting  "$40,000".  Section  201(d)  of  the  Revenue  Act  of 
1935  reads  as  follows: 

"The  amendments  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the 
date  of  the  enactment  of  this  Act." 

Art.  57.  When  notice  required. — A  preliminary  notice  is  required  to 
be  filed  in  the  case  of  every  resident  or  citizen  (or  of  a  resident  only, 
without  regard  to  citizenship,  if  the  decedent  died  prior  to  llAO 
a.  m.,  eastern  standard  time,  May   10,   1934),  whose  gross  estate 
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exceeded  $40,000  in  value  at  the  date  of  death,  except  that  if  the 
decedent  died  (1)  after  September  8,  1916,  and  prior  to  10.25  a.  m., 
eastern  standard  time,  February  26,  1926,  or  (2)  after  5  p.  m., 
eastern  standard  time,  June  6,  1932,  and  prior  to  August  31,  1935, 
notice  is  required  only  if  the  gross  estate  exceeded  $50,000  in  value 
at  the  date  of  death,  and  except  that  if  the  decedent  died  after 
10.25  a.  m.,  eastern  standard  time,  February  26,  1926,  and  prior  to 
5  p.  m.,  eastern  standard  time,  June  6,  1932,  notice  is  required  only 
if  the  gross  estate  exceeded  $100,000  in  value  at  the  date  of  death. 
The  value  of  the  gross  estate  at  the  date  of  death  governs  with 
respect  to  the  filing  of  the  notice  regardless  of  whether  the  value 
of  the  gross  estate  is,  at  the  executor's  election,  finally  determined 
as  of  a  date  subsequent  to  the  date  of  death  pursuant  to  the  pro- 
visions of  section  302  (j)  as  added  by  section  202  of  the  Kevenue 
Act  of  1935.  The  notice  must  be  filed  in  duplicate  within  two 
months  after  the  decedent's  death  or  within  two  months  after  the 
executor  has  qualified.  In  the  case  of  a  resident,  it  must  be  filed 
with  the  collector  in  whose  district  the  decedent  had  his  domicile 
at  the  time  of  death.  In  the  case  of  a  nonresident  citizen,  it  must 
be  filed  with  the  collector  in  whose  district  the  gross  estate  in  the 
United  States  was  situated;  or,  if  the  gross  estate  in  the  United 
States  was  situated  in  more  than  one  district,  or,  if  no  part  of  the 
gross  estate  was  situated  in  the  United  States,  it  must  be  filed  with 
the  collector  for  the  second  district  of  New  York,  or  with  sucli 
collector  as  the  Commissioner  may  designate.  If  there  is  doubt  as 
to  whether  the  gross  estate  exceeded  $40,000,  or  exceeded  $50,000, 
or  exceeded  $100,000,  as  the  case  may  be,  the  notice  should  be  filed 
as  a  matter  of  precaution  in  order  to  avoid  the  possibility  of  penalties 
attaching. 

Art.  58.  Notice  by  executor  or  administrator. — The  duly  qualified 
executor  or  administrator  is  required  to  file  such  preliminary  notice 
on  Form  704,  copies  of  which  may  be  obtained  from  the  collector, 
within  two  months  after  qualifying  as  such,  if  notice  has  not  already 
been  filed.  The  primary  purpose  of  the  notice  is  to  advise  the  Gov- 
ernment of  the  existence  of  taxable  estates,  and  filing  should  not  be 
delayed  beyond  the  two  months'  period  because  of  uncertainty  as  to 
the  exact  value  of  the  assets.  The  filing  of  the  notice  within  the 
prescribed  period  is  mandatory,  and  the  estimate  of  the  gross  estate 
called  for  by  the  notice  should  be  the  best  approximation  of  value 
which  can  be  made  within  the  time  allowed.  The  instructions  upon 
the  back  of  the  form  should  be  read  carefully  before  executing  the 
notice.  The  signature  of  one  executor  or  administrator  upon  Form 
704  is  sufficient.  For  penalties  for  delinquency  in  filing  notice,  or 
for  filing  a  false  or  fraudulent  notice,  see  articles  91,  92,  and  94. 


Art.  59.  Notice  by  others  than  duly  qualified  executor  or  administra- 
tor.— The  term  "  executor  "  embraces  any  person  in  actual  or  con- 
structive possession  of  any  property  of  the  decedent  at  the  time  of 
the  latter's  death,  if  within  two  months  after  the  decedent's  death 
no  executor  or  administrator  qualifies.  The  notice  on  Form  704 
must  be  filed  by  such  persons  in  every  case  in  which  an  executor  or 
administrator  has  not  duly  qualified  within  such  period.  If,  within 
the  period  mentioned,  an  executor  or  administrator  qualifies,  the 
duty  of  filing  the  notice  devolves  upon  him,  and  all  other  persons 
are  relieved  therefrom. 

PRELIMINARY  NOTICE— ESTATES  OF  NONRESIDENT  ALIENS 

Art.  60.  Estates  of  nonresident  aliens;  preliminary  notice. — In  estates 
of  nonresident  aliens  (or  of  nonresidents,  regardless  of  citizen- 
ship, if  the  decedent  died  prior  to  the  enactment  of  the  Revenue  Act 
of  1934),  notice  on  Form  705,  copies  of  which  may  be  obtained  from 
the  Commissioner  of  Internal  Revenue,  Washington,  D.  C,  or  from 
any  collector  of  internal  revenue,  is  required  if  any  part  of  the  gross 
estate  was  situated  (see  article  50)  in  the  United  States.  The  notice 
must  be  filed,  in  duplicate,  by  every  appointed,  qualified,  and  acting 
executor  or  administrator  within  the  United  States  with  the  collector 
of  internal  revenue  of  the  district  in  which  such  part  of  the  gross 
estate  was  situated,  or,  if  such  part  of  the  gross  estate  was  situated  in 
more  than  one  district,  it  must  be  filed  with  the  collector  for  the 
second  district  of  New  York  or  with  such  collector  as  the  Commis- 
sioner may  designate.  The  notice  is  necessary  if  any  part  of  the 
decedent's  gross  estate  was  situated,  within  the  meaning  of  the 
statute,  in  the  United  States,  regardless  of  the  value  of  that  part  of 
the  entire  gross  estate.  If  no  executor  or  administrator  has  qualified, 
notice  must  be  filed  within  two  months  after  the  date  of  death  by 
every  person  in  either  the  actual  or  constructive  possession  of  any 
property  of  the  decedent  so  within  the  United  States  at  the  time  of 
his  death.  If  such  person  has  no  knowledge  of  the  decedent's  death 
within  two  months  following  its  occurrence,  he  should  file  the  notice 
immediately  upon  obtaining  such  knowledge.  The  term  "person  in 
actual  or  constructive  possession  of  any  property  of  the  decedent" 
(section  300)  includes,  among  others,  the  decedent's  agents  and  repre- 
sentatives; safe-deposit  companies,  warehouse  companies,  and  other 
custodians  of  property  in  this  country ;  brokers  holding,  as  collateral, 
securities  belonging  to  the  decedent  or  investment  funds  owned  by  the 
decedent,  and  debtors  of  the  decedent  in  this  country.  As  to  any 
moneys  deposited  by  or  for  a  decedent  of  this  class  with  any  person, 
corporation,  or  association  carrying  on  the  banking  business,  no 
notice  is  required,  unless,  however,  the  decedent  was  engaged  in 
business  in  the  United  States  at  the  time  of  his  death. 
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Art.  61.  Information  return  by  corporation  or  transfer  agent. — Upon 
notification  from  the  Bureau  of  Internal  Revenue  a  corporation 
(organized  or  created  in  the  United  States) ,  or  its  transfer  agent  will 
be  required  to  file  a  return  disclosing  the  following  information 
pertaining  to  stocks  or  bonds  registered  in  the  name  of  a  nonresident 
decedent  (regardless  of  citizenship)  :  (1)  Name  of  decedent  as  regis- 
tered; (2)  date  of  death,  residence,  place  of  death,  and  names  and 
addresses  of  executors,  attorneys,  or  other  representatives,  within 
and  without  the  United  States,  if  known;  and  (3)  a  description  of 
the  securities  and  the  number  of  shares  or  bonds  and  the  par  values. 
Treasury  Department  Form  714,  which  will  be  supplied  by  the 
Bureau  upon  request,  may  be  used  for  the  return. 

Art.  62.  Transfer  certificates. — Certificates  permitting  the  transfer 
of  property  of  nonresident  decedents  (regardless  of  citizenship) 
without  liability  will  be  issued  by  the  Commissioner  when  he  is 
satisfied  that  the  tax  imposed  upon  the  estate,  if  any,  has  been 
fully  discharged  or  provided  for.  The  tax  will  be  considered  fully 
discharged  for  the  purpose  of  the  issuance  of  a  transfer  certificate 
only  when  investigation  has  been  completed  and  payment  of  the 
tax,  including  any  deficiency  finally  determined,  has  been  made. 
If  the  tax  liability  has  not  been  fully  discharged  transfer  certifi- 
cates may  be  issued  permitting  the  transfer  of  particular  items 
of  property  without  liability  upon  the  filing  with  the  Commis- 
sioner of  such  security  as  he  may  require.  No  corporation  or 
its  transfer  agent  should  transfer  stock  or  bonds  registered  in  the 
name  of  a  nonresident  decedent  without  first  requiring  this  transfer 
certificate  covering  all  of  the  decedent's  stock  and  bonds  of  the  corpo- 
ration and  showing  that  such  transfer  may  be  made  without  liability. 
A  bank,  trust  company,  or  other  custodian  in  pjossession  of  bills, 
notes,  cash,  mortgages,  securities,  money  due  on  open  accounts  by 
domestic  debtors,  or  any  other  property  situated  in  the  United 
States  of  a  nonresident  decedent's  estate  should  also  require  the 
certificate  before  transferring  such  property.  Corporations,  transfer 
agents,  banks,  trust  companies,  or  other  custodians  can  insure 
avoidance  of  liability  for  tax  and  penalties  only  by  demanding  and 
receiving  transfer  certificates  prior  to  transfer  of  property  of  non- 
resident decedents  (regardless  of  citizenship). 

The  requirements  of  this  and  the  preceding  article  do  not  apply 
if  there  is  an  executor  or  administrator  appointed,  qualified,  and 
acting  within  the  Unived  States. 

THE  RETURN— ESTATES  OF  RESIDENTS  OR  CITIZENS 

Sbo.  304  (as  amended  by  section  403(e)  of  the  Revenue  Act  of  1934). 
(a)  *  *  *  The  executor  shall  also,  at  such  times  and  in  such  man- 
ner as  may  be  required  by  regulations  made  pursuant  to  law,  file  with 
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the  collector  a  return  under  oath  in  duplicate,  setting  forth  (1)  the 
value  of  the  gross  estate  of  the  decedent  at  the  time  of  his  death,  or, 
in  case  of  a  nonresident  not  a  citizen  of  the  United  States,  of  that  part 
of  his  gross  estate  situated  in  the  United  States;  (2)  the  deductions 
allowed  under  section  303;  (3)  the  value  of  the  net  estate  of  the  dece- 
dent as  defined  in  section  303;  and  (4)  the  tax  paid  or  payable 
thereon ;  or  such  part  of  such  information  as  may  at  the  time  be  ascer- 
tainable and  such  supplemental  data  as  may  be  necessary  to  establish 
the  correct  tax. 

(b)  Return  shall  be  made  in  all  cases  where  the  gross  estate  at  the 
death  of  the  decedent  exceeds  $100,000,  and  in  the  case  of  the  estate 
of  every  nonresident  not  a  citizen  of  the  United  States  any  part  of 
whose  gross  estate  is  situated  in  the  United  States.  If  the  executor 
is  unable  to  make  a  complete  return  as  to  any  part  of  the  gross  estate 
of  the  decedent,  he  shall  include  in  his  return  a  description  of  such 
part  and  the  name  of  every  person  holding  a  legal  or  beneficial  interest 
therein,  and  upon  notice  from  the  collector  such  person  shall  in  like 
manner  make  a  return  as  to  such  part  of  the  gross  estate. 

Sec.  403.  Revenue  Act  of  1932,  as  amended  by  section  403(f)  of 
the  Revenue  Act  of  1934  and  by  section  201(c)  of  the  Revenue  Act  of 
1935. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401 
of  this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner, 
and  shall  be  subject  to  the  same  provisions  of  law  (including  penal- 
ties), as  the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of  1926, 
except  that  in  the  case  of  a  citizen  or  resident  of  the  United  States 
a  return  shall  be  required  if  the  value  of  the  gross  estate  at  the  time 
of  the  decedent's  death  exceeds  $40,000. 
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Sec.  304  (as  originally  enacted),  (a)  *  *  *  The  executor  shall 
also,  at  such  times  and  in  such  manner  as  may  be  required  by  regula- 
tions made  pursuant  to  law,  file  with  the  collector  a  return  under 
oath  in  duplicate,  setting  forth  (1)  the  value  of  the  gross  estate  of 
the  decedent  at  the  time  of  his  death,  or,  in  case  of  a  nonresident,  of 
that  part  of  his  gross  estate  situated  in  the  United  States;  (2)  the 
deductions  allowed  under  section  303;  (3)  the  value  of  the  net  estate 
of  the  decedent  as  defined  in  section  303;  and  (4)  the  tax  paid  or 
payable  thereon ;  or  such  part  of  such  information  as  may  at  the  time 
be  ascertainable  and  such  supplemental  data  as  may  be  necessary  to 
establish  the  correct  tax. 

(b)  Return  shall  be  made  in  all  cases  where  the  gross  estate  at  the 
death  of  the  decedent  exceeds  $100,000,  and  in  the  case  of  the  estate 
of  every  nonresident  any  part  of  whose  gross  estate  is  situated  in  the 
United  States.  If  the  executor  is  unable  to  make  a  complete  return 
as  to  any  part  of  the  gross  estate  of  the  decedent,  he  shall  include  in 
his  return  a  description  of  such  part  and  the  name  of  every  person 
holding  a  legal  or  beneficial  interest  therein,  and  upon  notice  from 
the  collector  such  person  shall  in  like  manner  make  a  return  as  to  such 
part  of  the  gross  estate. 

Sec.  403.  Revenue  Act  of  1932,  as  originally  enacted. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401 
of  this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner. 
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and  shall  be  subject  to  the  same  provisions  of  law  (including  penal- 
ties), as  the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of  1926, 
except  that  in  the  case  of  a  resident  decedent  a  return  shall  be  required 
if  the  value  of  the  gross  estate  at  the  time  of  the  decedent's  death 
exceeds  $50,(X)0. 

Seo.  403.  Revenue  Act  of  1934.     *     *    ♦ 

(e)  Section  304(a)  and  (b)  of  such  Act,  as  amended,  are  amended 
by  striking  out  "nonresident"  wherever  such  word  appears  and  in- 
serting in  lieu  thereof  in  each  case  "nonresident  not  a  citizen  of  the 
United  States". 

(f )  Section  403  of  the  Revenue  Act  of  1932  is  amended  by  striking 
out  "resident  decedent"  and  inserting  in  lieu  thereof  "citizen  or 
resident  of  the  United  States". 

Sec.  201.  Revenue  Act  of  1935.     *     *     * 

(c)  Section  403  of  the  Revenue  Act  of  1932,  as  amended,  (relating 
to  the  requirement  for  filing  a  return  under  such  additional  estate 
tax)  is  amended  by  striking  out  "$50,000"  and  inserting  in  lieu  thereof 
"$40,000". 

(d)  The  amendments  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the  date 
of  the  enactment  of  this  Act. 

Art.  63.  When  return  required — Date  of  filing. — A  return  on  Form 
706  is  required  in  the  case  of  every  resident  or  citizen  (or  resident, 
without  regard  to  citizenship,  if  the  decedent  died  prior  to  11.40 
a.  m.,  eastern  standard  time,  May  10,  1934),  whose  gross  estate,  as 
defined  in  the  statute,  exceeded  $40,000  in  value  at  the  date  of  death, 
except  that  if  the  decedent  died  (1)  after  September  8,  1916,  and 
prior  to  10.25  a.  m.,  eastern  standard  time,  February  26,  1926,  or 
(2)  after  5  p.  m.,  eastern  standard  time,  June  6,  1932,  and  prior  to 
August  31,  1935,  the  return  is  required  only  if  the  gross  estate  ex- 
ceeded $50,000  in  value  at  the  date  of  death,  and  except  that  if  the 
decedent  died  after  10.25  a.  m.,  eastern  standard  time,  February  26, 
1926,  and  prior  to  5  p.  m.,  eastern  standard  time,  June  6,  1932,  the 
return  is  required  only  if  the  gross  estate  exceeded  $100,000  in  value 
at  the  date  of  death.  The  duty  to  file  a  return  depends  upon  the 
value  of  the  gross  estate  on  the  date  of  the  decedent's  death,  regard- 
less of  any  valuation  as  of  a  subsequent  time  that  the  executor  may 
use  by  virtue  of  his  election  under  subdivision  (j)  of  section  302  as 
added  by  section  202  of  the  Revenue  Act  of  1935,  since  such  election 
may  be  made  only  upon  the  return.  In  the  case  of  a  resident,  the 
return  must  be  filed  with  the  collector  in  whose  district  the  decedent 
had  his  domicile  at  the  time  of  death.  In  the  case  of  a  nonresident 
citizen,  it  must  be  filed  with  the  collector  in  whose  district  the  gross 
estate  in  the  United  States  was  situated;  or,  if  the  gross  estate  in 
the  United  States  was  situated  in  more  than  one  district,  or,  if  no 
part  of  the  gross  estate  was  situated  in  the  United  States,  it  must  be 
filed  with  the  collector  for  the  second  district  of  New  York,  or  with 
such  collector  as  the  Commissioner  may  designate.    The  return  on 
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Form  706  must  be  filed  in  duplicate  within  15  months  after  the  date 
of  death,  if  the  decedent  died  on  or  after  August  31, 1935,  and  w  ithin 
1  year  after  the  date  of  death,  if  the  decedent  died  before  August  31, 
1935.  If  the  return  is  due  15  months  after  the  decedent's  death,  the 
due  date  is  the  day  of  the  fifteenth  calendar  month  after  his  death 
numerically  corresponding  to  the  day  of  the  calendar  month  in  which 
death  occurred,  except  that,  if  there  is  no  numerically  corresponding 
day  in  such  fifteenth  month,  the  last  day  of  such  fifteenth  month  is 
the  due  date.  For  example,  if  the  decedent  died  on  August  31, 
1937,  the  due  date  is  November  30,  1938.  If  the  due  date  for  filing 
the  return  falls  on  a  Sunday  or  on  a  legal  holiday,  the  due  date  for 
filing  will  be  the  day  following  such  Sunday  or  legal  holiday.  If 
placed  in  the  mails  the  return  should  be  posted  in  ample  time  to 
reach  the  collector's  office,  under  ordinary  handling  of  the  mails,  on 
or  before  the  date  on  which  the  return  is  required  to  be  filed.  If  a 
return  is  made  and  placed  in  the  mails  in  due  course,  properly 
addressed,  and  postage  paid,  in  ample  time  to  reach  the  office  of  the 
collector  on  or  before  the  due  date,  no  penalty  will  attach  should  the 
return  not  be  actually  received  by  such  officer  until  subsequent  to 
that  date. 

Art.  64.  Persons  liable  for  return. — The  statute  provides  that  the 
duly  qualified  executor  or  administrator  shall  file  the  return.  If 
there  is  more  than  one  executor  or  administrator,  the  return  must  be 
made  jointly  by  all.  If  no  executor  or  administrator  has  been 
appointed,  every  person  in  actual  or  constructive  possession  of  any 
property  of  the  decedent  is  constituted  by  the  statute  an  executor 
for  the  purposes  of  the  tax  (section  300) ,  and  is  required  to  make  and 
file  a  return  as  provided  by  section  304.  If,  in  any  case,  the 
executor  is  unable  to  make  a  complete  return  as  to  any  part  of  the 
gross  estate,  he  is  required  to  give  all  the  information  he  has  as  to 
such  property,  including  a  full  description,  and  the  name  of  every 
person  holding  a  legal  or  beneficial  interest  in  the  property.  If 
the  executor  is  unable  to  make  a  return  as  to  any  property,  the 
statute  requires  that  every  person  holding  a  legal  or  beneficial  interest 
therein  shall,  upon  notice  from  the  collector,  make  return  as  to  such 
part  of  the  gross  estate.  For  penalties  for  delinquency  in  filing 
return,  or  for  filing  a  false  or  fraudulent  return,  see  articles  91, 
92,  and  94. 

Art.  65.  Preparation  of  return. — ^The  return  must  be  made  on  Form 
706,  copies  of  which  will  be  supplied  by  the  collector  upon  application. 
It  must  be  filed  in  duplicate  under  oath  and  contain  an  itemized  in- 
ventory by  schedule  of  the  property  constituting  the  gross  estate  and 
lists  of  the  deductions  under  the  appropriate  schedules.  The  return 
must  set  forth  (1)  the  value  of  the  gross  estate  (see  articles  10-28), 
(2)  the  deductions  allowed  (see  articles  29-48),  (3)  the  value  of  the 
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net  estate,  and  (4)  the  tax  paid  or  payable  thereon.  If  the  decedent 
died  subsequent  to  the  effective  date  of  the  Revenue  Act  of  1932 
(5  p.  m.,  eastern  standard  time,  June  6,  1932),  the  return  must  set 
forth  (1)  both  the  net  estate  determined  in  accordance  with  the  pro- 
visions of  the  Revenue  Act  of  1926,  and  the  net  estate  for  the  purposes 
of  the  additional  tax  imposed  by  the  Revenue  Act  of  1932,  or  by  that 
Act  as  amended,  which  should  be  determined  in  the  same  manner 
except  that  in  lieu  of  the  exemption  of  $100,000  provided  in  section 
303(a)  (4)  of  the  Revenue  Act  of  1926,  the  exemption  is  $50,000  or 
$40,000,  as  the  case  may  be  (see  article  48),  and  (2)  both  the  tax  im- 
posed by  the  Revenue  Act  of  1926  and  the  additional  tax  imposed  by 
the  Revenue  Act  of  1932,  or  by  that  Act  as  amended.  The  amount 
payable  upon  a  return  filed  for  an  estate  subject  to  both  the  tax 
imposed  by  the  Revenue  Act  of  1926  and  the  additional  tax  imposed 
by  the  Revenue  Act  of  1932,  or  by  that  Act  as  amended,  is  the  total 
of  said  taxes.  The  instructions  printed  on  the  form  should  be  care- 
fully followed.  All  documents  and  vouchers  used  in  preparing  the 
return  should  be  retained  by  the  executor  so  as  to  be  available  for 
inspection  whenever  required.  Duplicate  copies  of  the  will,  if  the 
decedent  died  testate,  one  of  which  should  be  certified,  must  be  sub- 
mitted with  the  return,  together  with  copies  of  such  other  documents 
as  in  Form  706  and  in  the  applicable  articles  of  these  regulations  are 
required.  There  may  also  be  filed  in  duplicate  copies  of  any  docu- 
ments which  the  executor  may  desire  to  submit  with  the  return  in 
explanation  thereof. 

In  every  case  of  an  estate  of  a  nonresident  citizen  who  died  after 
the  date  of  the  enactment  of  the  Revenue  Act  of  1934,  the  executor 
should  file  the  following  documents  with  the  return:  (1)  A  copy  of 
the  inventory  of  property  and  the  schedule  of  liabilities,  claims 
against  the  estate  and  expenses  of  administration  filed  with  the  for- 
eign court  of  probate  jurisdiction,  certified  by  a  proper  official  of 
such  court.  (2)  A  copy  of  the  return  filed  under  the  foreign  in- 
heritance, estate,  legacy,  or  succession  tax  act,  certified  by  a  proper 
official  of  the  foreign  tax  department,  if  the  estate  is  subject  to  sucli 
a  foreign  tax. 

Art.  66.  Supplemental  data. — The  statute  provides  that  the  execu- 
tor, in  addition  to  filing  notice  and  return,  shall  furnish  such  sup- 
plemental data  as  may  be  necessary  to  establish  the  correct  tax  (sec- 
tion 304).  It  is  therefore  the  duty  of  the  executor  to  furnish  upon 
request  copies  of  any  documents  in  his  possession  relating  to  the 
estate,  or  on  file  in  any  court  having  jurisdiction  over  the  estate, 
appraisal  lists  of  any  items  included  in  the  gross  estate,  copies  of 
balance  sheets  or  other  financial  statements  relating  to  the  value  of 
stock,  and  any  other  information  obtainable  by  him  that  may  be 
found  necessary  in  the  determination  of  the  tax.    Failure  to  com- 
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ply  with  such  a  request  will  render  the  executor  liable  to  penalties 
(article  93),  and  proceedings  may  be  instituted  in  the  proper  United 
States  court  to  secure  compliance  therewith  (section  1122(a)). 

Persons  having  possession  or  control  of  any  records  or  documents 
containing  or  supposed  to  contain  any  information  concerning  the 
estate,  or  having  knowledge  or  information  of  any  fact  or  facts  of  a 
material  bearing  upon  the  liability,  or  the  extent  of  liability,  of  the 
estate  to  the  tax,  shall,  upon  request  of  the  Commissioner  or  any 
revenue  agent  or  inspector  designated  by  him  for  that  purpose,  make 
disclosure  thereof.  Failure  on  the  part  of  any  person  to  comply 
with  such  request  will  render  him  liable  to  penalties  (article  93),  and 
compliance  with  the  request  may  be  enforced  in  the  proper  United 
States  court  (section  1122(a)). 

DETERMINATION  OF  TAX  BY  COMMISSIONER 

Sec.  306.  As  soon  as  practicable  after  the  return  is  filed  the  Com- 
missioner shall  examine  it  and  shall  determine  the  correct  amount  of 
the  tax. 

Sex:;.  313.  *  *  *  (b)  If  the  executor  makes  written  application 
to  the  Commissioner  for  determination  of  the  amount  of  the  tax  and 
discharge  from  personal  liability  therefor,  the  Commissioner  (as  soon 
as  possible,  and  in  any  event  within  one  year  after  the  making  of 
such  application,  or,  if  the  application  is  made  before  the  return  is 
filed,  then  within  one  year  after  the  return  is  filed,  but  not  after  the 
expiration  of  the  period  prescribed  for  the  assessment  of  the  tax  in 
section  310)  shall  notify  the  executor  of  the  amount  of  the  tax.  The 
executor,  upon  payment  of  the  amount  of  which  he  is  notified,  shall 
be  discharged  from  personal  liability  for  any  deficiency  in  tax  there- 
after found  to  be  due  and  shall  be  entitled  to  a  receipt  or  writing 
showing  such  discharge. 

Art.  67.  Examination  of  return  and  determination  of  tax  by  the  Com- 
missioner.— As  soon  as  practicable  after  returns  are  filed,  they  will  be 
examined  and  the  amount  of  the  tax  determined  by  the  Commissioner 
under  such  procedure  as  he  may  from  time  to  time  prescribe. 

If  the  executor  makes  written  application  to  the  Commissioner  for 
a  determination  of  the  tax  and  discharge  from  personal  liability 
therefor,  the  Commissioner  will,  within  one  year  after  receipt  of 
such  application,  or  if  the  application  is  made  before  the  return 
is  filed  then  within  one  year  after  the  return  is  filed,  notify  the  execu- 
tor of  the  amount  of  the  tax,  and  upon  payment  thereof,  the  executor 
will  be  discharged  from  personal  liability  for  any  deficiency  in  the 
tax  thereafter  found  to  be  due. 

EXTENSION  OF  TIME  FOR  FILING  RETURN 

Sec.  3176.  Revised  Statutes  (as  amended  by  section  1103  of  the 
Revenue  Act  of  1926  and  by  section  619(d)  of  the  Revenue  Act  of 
1928  [U.  S.  C,  1934  edition,  Title  26,  section  1524]). 
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*  *  ♦  If  the  failure  to  file  a  return  (otheP;  than  a  return  of 
income  tax)  or  a  list  is  due  to  sickness  or  absence,  the  collector  may 
allow  such  further  time,  not  exceeding  30  days,  for  making  and  filing 
the  return  or  list  as  he  deems  proper.     *     *     * 

Art.  68.  Extension  of  time  by  collector.— In  case  of  sickness  or 
absence,  collectors  are  authorized  to  grant  an  extension  of  time  for 
filing  the  return  for  a  period  not  in  excess  of  30  days  from  the  due 
date,  which  extension  may  be  granted  either  before  or  after  the  duei 
date.  An  extension  of  time  for  filing  the  return  does  not  in  itself 
operate  to  extend  the  time  for  the  payment  of  the  tax,  which  is  due 
and  payable  15  months  after  the  date  of  death  if  the  decedent  died 
on  or  after  August  31,  1935,  and  1  year  after  the  date  of  death  if 
the  decedent  died  before  August  31,  1935.  For  extension  of  time 
of  payment,  see  article  82. 

Art.  69.  Extension  of  time  by  Commissioner. — In  case  it  is  impossible 
for  the  executor  to  file  a  reasonably  complete  return  within  15  months 
from  the  date  of  death  if  the  decedent  died  on  or  after  August  31, 
1935,  or  within  1  year  from  the  date  of  death  if  the  decedent  died 
before  August  31,  1935,  the  Commissioner  may,  upon  application 
from  the  executor  showing  good  and  sufficient  cause,  grant  an  ex- 
tension of  time  not  to  exceed  a  months  from  the  due  date  if  the 
decedent  died  on  or  after  August  31,  1935,  or  6  months  from  the 
due  date  if  the  decedent  died  before  August  31,  1935.  Before  the 
expiration  of  the  extension  period  granted  a  return  as  complete  as 
possible  must  be  filed.  The  return  thus  filed  will  be  the  return  re- 
quired by  section  304(a)  and  any  tax  shown  thereon  will  be  the 
"amount  determined  by  the  executor  as  the  tax"  referred  to  in  sec- 
tion 305(b)  and  section  307.  Such  return  can  not  thereafter  be 
amended,  although  supplemental  information  may  subsequently  be 
filed  that  may  result  in  a  finally  determined  tax  different  from  the 
amount  shown  as  the  tax  by  the  executor  upon  his  return.  An 
extension  of  time  for  filing  the  return  does  not  operate  to  extend 
the  time  for  payment  of  the  tax,  which  is  due  15  months  after  the 
date  of  death  if  the  decedent  died  on  or  after  August  31,  1935,  and 
1  year  after  the  date  of  death  if  the  decedent  died  before  August 
31,  1935.  An  extension  of  time  in  which  to  make  payment  of  tha 
tax  may  be  secured  as  provided  in  article  82. 

THE  RETURN— ESTATES  OF  NONRESIDENT  ALIENS 

Art.  70.  Return  of  estates  of  nonresidents. — A  return  on  Form  706, 
copies  of  which  may  be  obtained  from  the  Commissioner  of  Internal 
Revenue,  Washington,  D.  C,  or  from  any  collector  of  internal  rev- 
enue, is  required  in  the  case  of  every  nonresident  alien  (or  non- 
resident, regardless  of  citizenship,  if  the  decedent  died  prior  to  the 
enactment  of  the  Revenue  Act  of  1934)  any  part  of  whose  gross 
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estate  was  situated  (see  article  50)  in  the  United  States.  The 
return  must  set  forth  an  itemized  list  of  that  part  of  the  gross  estate 
situated  in  the  United  States  and  the  total  value  thereof  (see  article 
51),  the  deductions  claimed,  if  any  (see  articles  52-54),  the  value  of 
the  net  estate  (see  article  55),  and  the  tax  paid  or  payable  thereon. 
If  the  decedent  died  after  the  effective  date  of  the  Revenue  Act  of 
1932  (5  p.  m.,  eastern  standard  time,  June  6,  1932),  the  return  must 
set  forth  both  the  tax  imposed  by  the  Revenue  Act  of  1926  and  any 
additional  tax  imposed  by  the  Revenue  Act  of  1932,  or  that  Act  as 
amended.  The  return  must  be  filed  with  the  collector  of  internal 
revenue  of  the  district  in  which  such  part  of  the  gross  estate 
was  situated,  or,  if  such  part  of  the  gross  estate  was  situated  in 
more  than  one  district,  it  must  be  filed  with  the  collector  for  the 
second  district  of  New  York,  or  with  such  collector  as  the  Commis- 
sioner may  designate.  The  return  must  be  filed  in  duplicate  and 
under  oath  within  15  months  from  the  date  of  death  if  the  decedent 
died  on  or  after  August  31,  1935,  and  within  1  year  from  the  date 
of  death  if  the  decedent  died  before  August  31,  1935,  unless  an  ex- 
tension is  obtained  pursuant  to  article  68  or  69.  If  the  due  date  for 
filing  the  return  falls  on  a  Sunday  or  on  a  legal  holiday,  the  due  date 
for  filing  will  be  the  day  following  such  Sunday  or  legal  holiday. 
If  placed  in  the  mails  the  return  should  be  posted  in  ample  time  to 
reach  the  collector's  office,  under  ordinary  handling  of  the  mails,  on 
or  before  the  date  on  which  the  return  is  required  to  be  filed.  If  a 
return  is  made  and  placed  in  the  mails  in  due  course,  properly  ad- 
dressed, and  postage  paid,  in  ample  time  to  reach  the  office  of  the 
collector  on  or  before  the  due  date,  no  penalty  will  attach  should  the 
return  not  be  actually  received  by  such  officer  until  subsequent  to 
that  date.  The  return  should  be  made  and  filed  by  the  executor  or 
administrator  appointed,  qualified,  and  acting  within  the  United 
States,  or,  if  none,  then  by  any  person  in  actual  or  constructive 
possession  of  any  property  of  the  decedent  situated  in  the  United 
States,  whatever  its  value.  If  the  qualified  executor  or  administrator 
is  unable  to  make  a  complete  return  as  to  any  part  of  the  gross  estate, 
he  is  required  to  give  all  the  information  available  to  him  as  to  such 
part,  including  a  description  thereof  and  the  name  of  every  person 
holding  a  legal  or  beneficial  interest  therein.  As  to  the  meaning  of 
the  term  "person  in  actual  or  constructive  possession  of  any  property 
of  the  decedent",  see  article  60. 

Art.  71.  Supplemental  data. — Pursuant  to  the  provisions  of  section 
304(a),  with  respect  to  furnishing  supplemental  data,  if  the  decedent 
is  a  nonresident  alien  (or  a  nonresident,  regardless  of  citizenship,  if 
the  decedent  died  prior  to  the  enactment  of  the  Revenue  Act  of 
1934),  the  executor  is  required  to  file  with  the  return: 
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(1)  A  certified  copy  of  will,  if  decedent  died  testate,  or,  if  the 
decedent  left  several  wills  to  govern  in  different  jurisdictions,  certi- 
fied copy  of  each  will. 

(2)  If  any  deductions  are  claimed,  copy  of  inventory  of  property 
filed  under  the  foreign  death-duty  act ;  or,  if  no  such  inventory  was 
filed,  a  certified  copy  of  inventory  filed  with  the  foreign  court  of 
probate  jurisdiction. 

The  Commissioner  may  require  the  documents  specified  in  para- 
graph (2)  regardless  of  whether  deductions  are  claimed.  For  re- 
quirements dealing  with  the  duty  to  furnish  other  documents  or  in- 
formation relating  to  the  tax  liability  of  the  estate,  and  penalties  in 
connection  therewith,  see  article  66. 

PRIVILEGED  CHARACTER  OF  RETURNS 

Art.  72.  Returns  confidential. — ^All  estate  tax  returns  and  notices  are 
treated  as  privileged  conmiunications  and  may  not  be  exhibited, 
or  the  contents  thereof  divulged,  to  any  person  other  than  the  exec- 
utor or  his  duly  authorized  attorney  or  agent,  except  as  prescribed 
in  rules  and  regulations  which  may  be  separately  issued  upon  the 
subject.  This  confidential  treatment  extends  to  records  in  possession 
of  the  Bureau  of  Internal  Revenue,  whether  on  file  with  the  Conmiis- 
sioner,  collector,  or  revenue  agent,  including  information  submitted 
or  obtained  in  connection  with  a  return.  Internal  revenue  officers 
are  not  prohibited  from  disclosing  the  returned  value  of  any  item  or 
the  amount  of  any  deduction,  if  such  disclosure  is  necessary  in  order 
to  arrive  at  the  correct  determination  of  the  tax,  but  such  right  of 
disclosure  does  not  extend  to  such  information  as  the  amount  of  the 
estate,  the  amount  of  tax,  or  other  general  data.  If  a  copy  of  the 
return  is  desired  because  no  copy  was  retained  by  the  executor,  or 
the  retained  copy  has  been  lost  or  destroyed,  or  for  other  satisfac- 
tory reason,  a  copy  may  be  furnished  by  the  Commissioner  to  the 
executor,  or  to  his  authorized  attorney  or  agent,  upon  payment  of 
the  fee  prescribed. 

Art.  73.  Disclosure  other  than  to  executor. — If  an  attorney  or  other 
person  asks  a  ruling  on  a  question  of  law  arising  in  a  specific  case, 
the  Commissioner  will  require  satisfactory  evidence  of  the  right  to 
obtain  such  ruling.  Hypothetical  questions,  however,  can  not  be 
answered. 

Art.  74.  Attorneys  must  have  authorization. — In  all  cases  in  which 
information  is  sought  regarding  an  estate,  or  an  interview  is  asked, 
by  an  attorney  or  by  any  agent  of  the  executor  or  administrator, 
the  information  or  interview  will  be  denied  unless  the  attorney  or 
agent  presents  a  duly  executed  power  of  attorney  from  the  executor 


or  administrator  authorizing  the  attorney  or  agent  to  act  in  his 

behalf. 

No  attorney  or  agent  will  be  recognized  as  representing  an  estate 
or  executor  unless  such  attorney  or  agent  is  enrolled  to  represent 
claimants  or  others  before  the  Treasury  Department.  For  regula- 
tions governing  enrollment,  reference  should  be  made  to  Treasury 
Department  Circular  No.  230,  as  revised,  copies  of  which  may  be 
obtained  upon  application  to  the  Secretary  of  the  Committee  on  En- 
rollment and  Disbarment,  Treasury  Department,  Washington,  D.  C. 

RETURN  BY  COLLECTOR  OR  COMMISSIONER 

Sbo.  3176.  Revised  Statutes  (as  amended  by  section  1103  of  the 
Revenue  Act  of  1926  [U.  S.  C,  1934  edition,  Title  26,  section  1512  (a), 

(b),  and  (c)]). 

If  any  person,  corporation,  company,  or  association  fails  to  make 
and  file  a  return  or  list  at  the  time  prescribed  by  law  or  by  regulation 
made  under  authority  of  law,  or  makes,  willfully  or  otherwise,  a  false 
or  fraudulent  return  or  list,  the  collector  or  deputy  collector  shall  make 
the  return  or  list  from  his  own  knowledge  and  from  such  information 
as  he  can  obtain  through  testimony  or  otherwise.  In  any  such  case  the 
Commissioner  of  Internal  Revenue  may,  from  his  own  knowledge  and 
from  such  information  as  he  can  obtain  through  testimony  or  other- 
wise, make  a  return  or  amend  any  return  made  by  a  collector  or 
deputy  collector.  Any  return  or  list  so  made  and  subscribed  by  the 
Commissioner,  or  by  a  collector  or  deputy  collector  and  approved  by 
the  Commissioner,  shall  be  prima  facie  good  and  sufficient  for  all  legal 
purposes.     *    *    * 

Art.  75.  No  return  filed,  or  a  false  or  fraudulent  return  filed. — Section 
3176  of  the  Revised  Statutes,  as  amended,  provides  that  if  any  per- 
son fails  to  make  and  file  a  return  at  the  time  required,  or  makes, 
willfully  or  otherwise,  a  false  or  fraudulent  return,  the  collector  or 
deputy  collector  shall  make  a  return.  The  Commissioner  may  also 
make  a  return  or  amend  any  return  made  by  a  collector  or  deputy 
collector.  A  return  so  made  by  the  Commissioner,  or  made  by  the 
collector  or  deputy  collector  and  approved  by  the  Commissioner, 
shall  be  prima  facie  good  and  sufficient  for  all  legal  purposes.  If  a 
tax  is  found  to  be  due  upon  such  a  return,  both  the  estate  and  the 
executor  will  be  liable  for  penalties  as  well  as  for  the  tax. 

DEFICIENCY  TAX 

Sbo.  307.  As  used  in  this  title  in  respect  of  a  tax  imposed  by  this 
title  the  term  "deficiency"  means — 

(1)  The  amount  by  which  the  tax  imposed  by  this  title  exceeds 
the  amount  shown  as  the  tax  by  the  executor  upon  his  return;  but 
the  amount  so  shown  on  the  return  shall  first  be  increased  by  the 
amounts  previously  assessed  (or  collected  without  assessment)   as  a 
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deficiency,  and  decreased  by  the  amounts  previously  abated,  refunded, 
or  otherwise  repaid  in  respect  of  such  tax ;  or 

(2)  If  no  amount  is  shown  as  the  tax  by  the  executor  upon  his 
retura,  or  if  no  return  is  made  by  the  executor,  then  the  amount  by 
which  the  tax  exceeds  the  amounts  lireviously  assessed  (or  collected 
without  assessment)  as  a  deficiency;  but  such  amounts  previously 
assessed,  or  collected  without  assessment,  shall  first  be  decreased  by 
the  amounts  previously  abated,  refunded,  or  otherwise  repaid  in  respect 
of  such  tax. 

SEb.  308.  (a)  (as  amended  by  section  501,  Revenue  Act  of  1934) 
If  the  Commissioner  determines  that  there  is  a  deficiency  in  respect 
of  the  tax  imposed  by  this  title,  the  Commissioner  is  authorized  to 
send  notice  of  such  deficiency  to  the  executor  by  registered  mail. 
Within  90  days  after  such  notice  is  mailed  (not  counting  Sunday  or 
a  legal  holiday  in  the  District  of  Columbia  as  the  ninetieth  day), 
the  executor  may  file  a  petition  with  the  Board  of  Tax  Appeals  for 
a  redetermination  of  the  deficiency.  Except  as  otherwise  provided  in 
subdivision  (d)  or  (f)  of  this  section  or  in  section  312  or  1001,  no 
assessment  of  a  deficiency  in  respect  of  the  tax  imposed  by  this  title 
and  no  distraint  or  proceeding  in  court  for  its  collection  shall  be 
made,  begun,  or  prosecuted  until  such  notice  has  been  mailed  to  the 
executor,  nor  until  the  expiration  of  such  90-day  period,  nor,  if  a 
petition  has  been  filed  with  the  Board,  until  the  decision  of  the  Board 
has  become  final.  Notwithstanding  the  provisions  of  section  3224  of 
the  Revised  Statutes  the  making  of  such  assessment  or  the  beginning 
of  such  proceeding  or  distraint  during  the  time  such  prohibition  is 
in  force  may  be  enjoined  by  a  proceeding  in  the  proper  court. 
♦  ♦  ♦  ♦  ♦  *  * 

(e)  The  Board  shall  have  jurisdiction  to  redetermine  the  correct 
amount  of  the  deficiency,  even  if  the  amount  so  redetermined  is 
greater  than  the  amount  of  the  deficiency,  notice  of  which  has  been 
mailed  to  the  executor,  and  to  determine  whether  any  additional 
amount  or  addition  to  the  tax  should  be  assessed,  if  claim  therefor  is 
asserted  by  the  Commissioner  at  or  before  the  hearing  or  a  rehearing. 

(f )  If  after  the  enactment  of  this  Act  the  Commissioner  has  mailed 

to  the  executor  notice  of  a  deficiency  as  provided  in  subdivision  (a), 

and  the  executor  files  a  petition  with  the  Board  within  the  time  pre^ 

scribed  in  such  subdivision,  the  Commissioner  shall  have  no  right  to 

determine  any  additional  deficiency,  except  in  the  case  of  fraud,  and 

except  as  provided  in  subdivision  (e)  of  this  section  or  in  subdivision 

(c)  of  section  312.    If  the  executor  is  notified  that,  on  account  of  a 

mathematical  error  appearing  upon  the  face  of  the  return,  an  amount 

of  tax  in  excess  of  that  shown  upon  the  return  is  due,  and  that  an 

assessment  of  the  tax  has  been  or  will  be  made  on  the  basis  of  what 

would  have  been  the  correct  amount  of  tax  but  for  the  mathematical 

error,  such  notice  shall   not  be  considered  for  the  purposes  of  this 

subdivision  or  of  subdivision  (a)  of  this  section,  or  of  section  319,  as 

a  notice  of  a  deficiency,  and  the  executor  shall  have  no  right  to  file 

a  petition  with  the  Board  of  Tax  Appeals  based  on  such  notice,  nor 

shall  such  assessment  or  collection  be  prohibited  by  the  provisions  of 

subdivision  (a)  of  this  section. 

Sec.  318.   (a)   If  after  the  enactment  of  this  Act  the  Commissioner 
determines  that  any  assessment   should  be  made   in  respect  of  any 


estate  or  gift  tax  imposed  by  the  Revenue  Act  of  1917,  the  Revenue 
Act  of  1918,  the  Revenue  Act  of  1921,  or  the  Revenue  Act  of  1924, 
or  by  any  such  Act  as  amended,  the  Commissioner  is  authorized  to 
send  by  registered  mail  to  the  person  liable  for  such  tax  notice  of 
the  amount  proposed  to  be  assessed,  which  notice  shall,  for  the 
purposes  of  this  Act,  be  considered  a  notice  under  subdivision  (a)  of 
section  308  of  this  Act.  In  the  case  of  any  such  determination  the 
amount  which  should  be  assessed  (whether  as  deficiency  or  additional 
tax  or  as  interest,  penalty,  or  other  addition  to  the  tax)  shall  be 
computed  as  if  this  Act  had  not  been  enacted,  but  the  amount  so 
computed  shall  be  assessed,  collected,  and  paid  in  the  same  manner 
and  subject  to  the  same  provisions  and  limitations  (including  the  pro- 
visions in  case  of  delinquency  in  payment  after  notice  and  demand  and 
the  provisions  prohibiting  claims  and  suits  for  refund)  as  in  the  case 
of  a  deficiency  in  the  tax  imposed  by  this  title,  except  that  in  the  case 
of  an  estate  tax  imposed  by  the  Revenue  Act  of  1917,  the  Revenue 
Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by  any  such  Act  as 
amended,  the  period  of  limitation  prescribed  in  section  1109  of  this 
Act  shall  be  applied  in  lieu  of  the  period  prescribed  in  subdivision 
(a)  of  section  310. 

(b)  If  before  the  enactment  of  this  Act  any  person  has  appealed 
to  the  Board  of  Tax  Appeals  under  subdivision  (a)  of  section  308 
of  the  Revenue  Act  of  1924  (if  such  appeal  relates  to  a  tax  imposed  by 
Title  III  of  such  Act  or  to  so  much  of  an  estate  tax  imposed  by  any 
of  the  prior  Acts  enumerated  in  subdivision  (a)  of  this  section  as  was 
not  assessed  before  June  3,  1924),  and  the  appeal  is  pending  before 
the  Board  at  the  time  of  the  enactment  of  this  Act,  the  Board  shall 
have  jurisdiction  of  the  appeal.  In  all  such  cases  the  powers,  duties, 
rights,  and  privileges  of  the  Commissioner  and  of  the  person  who  has 
brought  the  appeal,  and  the  jurisdiction  of  the  Board  and  of  the 
courts,  shall  be  determined,  and  the  computation  of  the  tax  shall  be 
made,  in  the  same  manner  as  provided  in  subdivision  (a)  of  this 
section,  except  as  provided  in  subdivision  (h)  of  this  section  and 
except  that  the  person  liable  for  the  tax  shall  not  be  subject  to  the 
provisions  of  subdivision  (a)  of  section  319. 

(c)  If  before  the  enactment  of  this  Act  the  Commissioner  has 
mailed  to  any  person  a  notice  under  subdivision  (a)  of  section  308 
of  the  Revenue  Act  of  1924  (whether  in  respect  of  a  tax  imposed  by 
Title  III  of  such  Act  or  in  respect  of  so  much  of  an  estate  tax 
imposed  by  any  of  the  prior  Acts  enumerated  in  subdivision  (a)  of 
this  section  as  was  not  assessed  before  June  3,  1924),  and  if  the 
60-day  period  referred  to  in  such  subdivision  has  not  expired  before 
the  enactment  of  this  Act  and  no  appeal  has  been  filed  before  the 
enactment  of  this  Act,  such  person  may  file  a  petition  with  the  Board 
in  the  same  manner  as  if  a  notice  of  deficiency  had  been  mailed  after 
the  enactment  of  this  Act  in  respect  of  a  deficiency  in  a  tax  imposed 
by  this  title.  In  such  cases  the  60-day  period  referred  to  in  sub- 
division (a)  of  section  308  of  this  Act  shall  begin  on  the  date  of  the 
enactment  of  this  Act,  and  the  powers,  duties,  rights,  and  privileges 
of  the  Commissioner  and  of  the  person  entitled  to  file  the  petition, 
and  the  jurisdiction  of  the  Board  and  of  the  courts,  shall,  whether 
or  not  the  petition  is  filed,  be  determined,  and  the  computation  of 
the  tax  shall  be  made,  in  the  same  manner  as  provided  in  subdivision 
(a)  of  this  section. 
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(d)  If  any  deficiency  in  any  estate  tax  imposed  by  the  Revenue  Act 
of  1917,  the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by 
any  such  Act  as  amended,  was  assessed'  before  June  3,  1924,  but  was 
not  paid  in  full  before  the  date  of  the  enactment  of  this  Act,  and 
if  the  Commissioner,  after  the  enactment  of  this  Act,  finally  deter- 
mines the  amount  of  the  deficiency,  he  is  authorized  to  send  by 
registered  mail  to  the  person  liable  for  such  tax  notice  of  such  defi- 
ciency, which  notice  shall,  for  the  purposes  of  this  Act,  be  considered 
a  notice  under  subdivision  (a)  of  section  308  of  this  Act.  In  the 
case  of  any  such  final  determination  the  amount  of  the  tax  (whether 
as  deficiency  or  additional  tax  or  as  interest,  penalty,  or  other  addi- 
tion to  the  tax)  shall  be  computed  as  if  this  Act  had  not  been 
enacted,  but  the  amount  so  computed  shall  be  assessed,  collected,  and 
paid  in  the  same  manner  and  subject  to  the  same  provisions  and 
limitations  (including  the  provisions  in  cases  of  delinquency  in 
payment  after  notice  and  demand,  and  the  provisions  relating  to 
claims  and  suits  for  refunds)  as  in  the  case  of  a  deficiency  in  the  tax 
imposed  by  this  title,  except  as  otherwise  provided  in  subdivision 
(g)  of  this  section,  and  except  that  the  period  of  limitation  pre- 
scribed in  section  1109  of  this  Act  shall  be  applied  in  lieu  of  the 
period  prescribed  in  subdivision  (a)  of  section  310. 

(e)  If  any  deficiency  in  any  estate  tax  imposed  by  the  Revenue 
Act  of  1917,  the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or 
by  any  such  Act  as  amended,  was  assessed  before  June  3,  1924,  but 
was  not  paid  in  full  before  that  date,  and  if  the  Commissioner  after 
June  2,  1924,  but  before  the  enactment  of  this  Act,  finally  determined 
the  amount  of  the  deficiency,  and  if  the  person  liable  for  such  tax 
appealed  before  the  enactment  of  this  Act  to  the  Board  of  Tax 
Appeals  and  the  appeal  is  pending  before  the  Board  at  the  time  of 
the  enactment  of  this  Act,  the  Board  shall  have  jurisdiction  of  the 
appeal.  In  all  such  cases  the  powers,  duties,  rights,  and  privileges 
of  the  Commissioner  and  of  the  person  who  has  brought  the  appeal, 
and  the  jurisdiction  of  the  Board  and  of  the  courts,  shall  be  deter- 
mined, and  the  computation  of  the  tax  shall  be  made,  in  the  same 
manner  as  provided  in  subdivision  (d)  of  this  section,  except  as 
provided  in  subdivision  (h)  of  this  section  and  except  that  the  per- 
son liable  for  the  tax  shall  not  be  subject  to  the  provisions  of  subdivi- 
sion (a)  of  section  319. 

(f )  If  any  deficiency  in  any  estate  tax  imposed  by  the  Revenue  Act 
of  1917,  the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by 
any  such  Act  as  amended,  was  assessed  before  June  3,  1924,  but  was 
not  paid  in  full  before  the  date  of  the  enactment  of  this  Act,  and  if 
the  Commissioner  after  June  2,  1924,  finally  determined  the  amount 
of  the  deficiency,  and  notified  the  person  liable  for  such  tax  to  that 
effect  less  than  60  days  prior  to  the  enactment  of  this  Act  and  no 
appeal  has  been  filed  before  the  enactment  of  this  Act,  the  i)erson  so 
notified  may  file  a  petition  with  the  Board  in  the  same  manner  as  if 
a  notice  of  deficiency  had  been  mailed  after  the  enactment  of  this 
Act  in  respect  of  a  deficiency  in  a  tax  imposed  by  this  title.  In  such 
cases  the  60-day  period  referred  to  in  subdivision  (a)  of  section  308 
of  this  Act  shall  begin  on  the  date  of  the  enactment  of  this  Act,  and, 
whether  or  not  the  petition  is  filed,  the  powers,  duties,  rights,  and 
privileges  of  the  Commissioner  and  of  the  person  who  is  so  notified, 
and  the  jurisdiction  of  the  Board  and  of  the  courts,  shall  be  deter- 


mined, and  the  computation  of  the  tax  be  made,  in  the  same  manner 
as  provided  in  subdivision  (d)  of  this  section. 

(g)  In  cases  within  the  scope  of  subdivision  (d),  (e),  or  (f),  if 
the  Commissioner  believes  that  the  collection  of  the  deficiency  will 
be  jeopardizedi  by  delay,  he  may,  despite  the  provisions  of  subdivi- 
sion (a)  of  section  308  of  this  Act,  instruct  the  collector  to  proceed  to 
enforce  the  payment  of  the  unpaid  portion  of  the  deficiency,  and 
notice  and  demand  ^ball  be  made  by  the  collector  for  the  payment 
thereof.  Within  30  days  after  such  jec^ardy  notice  and  demand  the 
person  liable  for  the  tax  may  obtain  a  stay  of  collection  of  the  whole 
or  any  part  of  the  amount  included  in  the  notice  and  demand  by  filing 
with  the  collector  a  bond  in  like  manner,  under  the  same  conditions, 
and  with  the  same  effect,  as  in  the  case  of  a  bond  to  stay  the  collection 
of  a  jeopardy  assessment  under  section  312  of  this  Act. 

(h)  In  cases  within  the  scope  of  subdivision  (b)  or  (e)  of  this 
section  where  any  hearing  before  the  Board  has  been  held  before  the 
enactment  of  this  Act  and  the  decision  is  rendered  after  the  enactment 
of  this  Act,  such  decision  shall,  for  the  purposes  of  this  title,  be  con- 
sidered to  have  become  final  upon  the  date  when  it  is  rendered,  and 
neither  party  shall  have  any  right  to  petition  for  a  review  of  the 
decision.  The  Commissioner  may,  within  one  year  from  the  time  the 
decision  is  rendered,  begin  a  proceeding  in  court  for  the  collection 
of  any  part  of  the  amount  disallowed  by  the  Board,  unless  the  statu- 
tory period  of  limitations  properly  applicable  thereto  has  expired 
before  the  appeal  was  taken  to  the  Board.  The  court  shall  include  in 
its  judgment  interest  upon  the  amount  thereof  in  the  same  cases, 
at  the  same  rate,  and  for  the  same  i)eriod,  as  if  such  amount  were 
collected  otherwise  than  by  proceeding  in  court.  In  any  such  proceed- 
ing by  the  Commissioner  or  in  any  suit  by  the  taxpayer  for  a  refund, 
the  findings  of  the  Board  shall  be  prima  facie  evidence  of  the  facts 
therein  stated. 

(i)  Where  before  the  enactment  of  this  Act  a  jeopardy  assessment 
has  been  made  under  subdivision  (d)  of  section  308  of  the  Revenue 
Act  of  1924  (whether  of  a  deficiency  in  the  tax  imposed  by  Title  III 
of  such  Act  or  of  a  deficiency  in  an  estate  tax  imposed  by  any  of  the 
prior  Acts  enumerated  in  subdivision  (a)  of  this  section)  all  proceed- 
ings after  the  enactment  of  this  Act  shall  be  the  same  as  under  the 
Revenue  Act  of  1924  as  amended  by  this  Act,  except  that — 

(1)  A  decision  of  the  Board  rendered  after  the  enactment  of  this  Act 
where  no  hearing  has  been  held  by  the  Board  before  the  enactment 
of  this  Act  may  be  reviewed  in  the  same  manner  as  provided  in  this 
Act  in  the  case  of  a  tax  imposed  by  this  title; 

(2)  Where  no  hearing  has  been  held  by  the  Board  before  the  enact- 
ment of  this  Act,  the  Commissioner  shall  have  no  right  to  begin  a  pro- 
ceeding in  court  for  the  collection  of  any  part  of  the  deficiency  disal- 
lowed by  the  Board ;  and 

(3)  In  the  consideration  of  the  case  the  jurisdiction  and  i)owers  of 
the  Board  shall  be  the  same  as  provided  in  this  Act  in  the  case  of  a  tax 
imposed  by  this  title. 

(j)  In  the  case  of  any  estate  or  gift  tax  imposed  by  prior  Act  of 
Congress,  in  computing  the  period  of  limitations  provided  in  section 
310  or  311  of  this  Act  on  the  making  of  assessments  and  the  beginning 
of  distraint  or  a  proceeding  in  court,  the  running  of  the  statute  of 
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limitations  shall  be  considered  to  have  been  suspended  (in  addition 
to  the  period  of  suspension  provided  for  in  subdivision  (b)  of  section 
310)  for  any  period  of  time  prior  to  the  enactment  of  this  Act 
during  which  the  Commissioner  was  prohibited  from  making  the  as- 
sessment or  beginning  distraint  or  proceeding  in  court. 
Sec.  606.  Revenue  Act  of  1928. 

(a)  Authorization. — The  Commissioner  (or  any  oflScer  or  employee 
of  the  Bureau  of  Internal  Revenue,  including  the  field  service,  author- 
ized in  writing  by  the  Commissioner)  is  authorized  to  enter  into  an 
agreement  in  writing  with  any  person  relating  to  the  liability  of 
such  person  (or  of  the  person  or  estate  for  whom  he  acts)  in  respect  of 
any  internal-revenue  tax  for  any  taxable  period  ending  prior  to  the 
date  of  the  agreement. 

(b)  Finality  of  agreement.— If  such  agreement  is  approved  by  the 
Secretary,  or  the  Undersecretary,  within  such  time  as  may  be  stated 
in  such  agreement,  or  later  agreed  to,  such  agreement  shall  be  final 
and  conclusive,  and,  except  upon  a  showing  of  fraud  or  malfeasance,  or 
misrepresentation  of  a  material  fact — 

(1)  the  case  shall  not  be  reopened  as  to  the  matters  agreed  upon 
or  the  agreement  modified,  by  any  officer,  employee,  or  agent  of  the 
United  States,  and 

(2)  in  any  suit,  action,  or  proceeding,  such  agreement,  or  any 
determination,  assessment,  collection,  payment,  abatement,  refund, 
or  credit  made  in  accordance  therewith,  shall  not  be  annulled, 
modified,  set  aside,  or  disregarded. 

(c)  Section  1106(b)  of  the  Revenue  Act  of  1926  is  repealed,  eflPective 
on  the  expiration  of  30  days  after  the  enactment  of  this  Act,  but  such 
repeal  shall  not  affect  any  agreement  made  before  such  repeal  takes 
effect. 
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Note.— Section  308(a)   was  amended  by  section  501  of  the  Revenue 

Act  of  1934  by  changing  the  period  within  which  the  executor  may 

petition  the  Board  of  Tax  Appeals  from  60  days  to  90  days,  and  by 

excluding  from  such  period  a  legal  holiday  in  the  District  of  Columbia. 

The  last  sentence  of  such  section  501  reads  as  follows : 

"The  amendments  made  by  this  section  shall  apply  only  in 
respect  of  notices  mailed  after  thirty  days  after  the  date  of  the 
enactment  of  this  Act." 

Art.  76.  Deficiency,  petitions,  and  closing  agreements.— Section  307 
by  its  definition  of  the  word  "deficiency"  provides  a  term  which 
will  apply  to  any  amount  of  tax  determined  to  be  due  in  excess  of  the 
amount  of  tax  reported  by  the  executor,  or  in  excess  of  the  amount 
reported  by  the  executor  as  adjusted  by  .way  of  prior  assessments, 
abatements,  refunds,  or  collections  without  assessment.  In  defining 
the  term  "deficiency"  section  307  recognizes  two  classes  of  cases- 
one,  in  which  the  executor  makes  a  return  showing  some  tax  liability; 
the  other,  in  which  the  executor  makes  a  return  showing  no  tax 
liability,  or  in  which  the  executor  fails  to  make  a  return.  Addi- 
tional tax,  resulting  from  supplemental  information  filed  after  the 
return  has  been  filed,  is  a  deficiency  within  the  meaning  of  the  Act. 


When  a  case  is  considered  for  the  first  time,  the  deficiency  is  the 
excess  of  the  amount  determined  to  be  the  correct  amount  of  the  tax 
over  the  amount  shown  as  the  tax  by  the  executor  on  his  return,  or, 
if  it  is  a  case  in  which  no  tax  was  reported  by  the  executor,  the  de- 
ficiency is  the  amount  determined  to  be  the  correct  amount  of  the 
tax.  Subsequent  information  sometimes  discloses  that  the  amount 
previously  determined  to  be  the  correct  amount  of  the  tax  is  less 
than  the  correct  amount,  and  that  a  redetermination  of  the  tax  is 
necessary.  In  such  a  case  the  deficiency  on  redetermination  is  the 
excess  of  the  amount  determined  to  be  the  correct  amount  of  the 
tax  over  the  sum  of  the  amount  of  tax  reported  by  the  executor  and 
the  deficiency  assessed  in  connection  with  the  previous  determination. 
If  it  is  a  case  in  which  no  tax  was  reported  by  the  executor,  the 
deficiency  is  the  excess  of  the  amount  determined  to  be  the  correct 
amount  of  the  tax  over  the  amount  of  the  deficiency  disclosed  by 
the  previous  determination.  If  the  previous  determination  resulted 
in  a  refund  to  the  executor,  the  deficiency  upon  the  second  determina- 
tion is  the  excess  of  the  amount  determined  to  be  the  correct  amount 
of  the  tax  over  the  amount  of  tax  reported  by  the  executor  decreased 
by  the  amount  of  the  tax  refunded. 

In  all  cases  in  which  a  deficiency  in  respect  of  a  tax  (including 
penalties  or  other  additions  to  the  tax  provided  by  law)  is  determined 
by  the  Commissioner,  a  notice  thereof  will  be  sent  to  the  executor 
by  registered  mail  in  accordance  with  the  provisions  of  section 
308(a)  of  the  statute  even  though  a  jeopardy  assessment  (see  article 
77)  is  made.  If,  subsequent  to  the  mailing  of  such  notice,  a  jeopardy 
assessment  is  made  in  respect  of  the  deficiency  to  which  such  notice 
relates  no  subsequent  notice  will  be  sent  to  the  executor  by  the 
Commissioner,  but  if  such  jeopardy  assessment  is  made,  and  the 
amount  thereof  is  in  excess  of  the  deficiency  to  which  the  notice 
relates,  the  Commissioner  will  mail  a  notice  to  the  executor  as  re- 
quired by  section  308(a)  of  the  determination  of  such  additional 
deficiency  provided  no  petition  has  theretofore  been  filed  with  the 
Board  of  Tax  Appeals.  If  a  deficiency  is  determined  in  respect 
of  both  the  tax  imposed  by  the  Revenue  Act  of  1926  and  the  addi- 
tional tax  imposed  by  the  Revenue  Act  of  1932,  notice  of  both  de- 
ficiencies may  be  incorporated  in  the  same  communication. 

Within  90  days  (not  counting  Sunday  or  a  legal  holiday  in  the 
District  of  Columbia  as  the  ninetieth  day)  after  the  mailing  of 
the  registered  letter  notifying  him  of  the  final  determination  of 
a  deficiency  by  the  Commissioner,  the  executor  may  file  a  petition 
with  the  Board  of  Ta*x  Appeals  for  a  redetermination  of  the  de- 
ficiency, other  than  a  deficiency  resulting  from  the  correction  of 
a   mathematical   error  appearing  upon   the   return.    If  notice   of 
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the  deficiency  is  mailed  prior  to,  or  within  30  days  after,  the  enact- 
ment of  the  Kevenue  Act  of  1934,  the  period  within  which  a  peti- 
tion may  be  filed  with  the  Board  is  60  days  (not  counting  Sunday 
as  the  sixtieth  day)  after  mailing  of  the  notice.  (See  article 
77.)  The  right  to  file  a  petition  with  the  Board  exists  whether  the 
decedent  died  prior  or  subsequent  to  the  enactment  of  the  Kevenue 
Act  of  1926. 

The  executor  and  the  Commissioner  (or  any  officer  or  employee 
authorized  by  the  Commissioner),  subject  to  approval  by  the  Secre- 
tary or  the  Under  Secretary  of  the  Treasury,  may,  under  the  pro- 
visions of  section  606  of  the  Eevenue  Act  of  1928,  enter  into  a  closing 
agreement  in  writing  relating  to  the  tax  liability  of  the  estate  which 
will  be  final  and  conclusive  except  upon  a  showing  of  fraud  or  mal- 
feasance, or  misrepresentation  of  a  material  fact. 

ASSESSMENT  OF  TAX 

Sec.  305.  (b)  (as  amended  by  section  808(a)  of  the  Revenue  Act  of 
1932)  Where  the  Commissioner  finds  that  the  payment  on  the  due 
date  of  any  part  of  the  amount  determined  by  the  executor  as  the  tax 
would  impose  undue  hardship  upon  the  estate,  the  Commissioner  may 
extend  the  time  for  payment  of  any  such  part  not  to  exceed  eight 
years  from  the  due  date.  In  such  case  the  amount  in  respect  of  which 
the  extension  is  granted  shall  be  paid  on  or  before  the  date  of  the 
expiration  of  the  period  of  the  extension,  and  the  running  of  the 
statute  of  limitations  for  assessment  and  collection,  as  provided  in  sec- 
tions 310(a)  and  311(b),  shall  be  suspended  for  the  period  of  any 
such   extension.     *     *     * 

Sec.  308.  *  *  *  (b)  If  the  executor  files  a  petition  with  the 
Board,  the  entire  amount  redetermined  as  the  deficiency  by  the  decision 
of  the  Board  which  has  become  final  shall  be  assessed  and  shall  be 
paid  upon  notice  and  demand  from  the  collector.  No  part  of  the 
amount  determined  as  a  deficiency  by  the  Commissioner  but  disallowed 
as  such  by  the  decision  of  the  Board  which  has  become  final  shall  be 
assessed  or  be  collected  by  distraint  or  by  proceeding  in  court  with  or 
without  assessment. 

(c)  If  the  executor  does  not  file  a  petition  with  the  Board  within 
the  time  prescribed  in  subdivision  (a)  of  this  section,  the  deficiency, 
notice  of  which  has  been  mailed  to  the  executor,  shall  be  assessed! 
and  shall  be  paid  upon  notice  and  demand  from  the  collector. 

(d)  The  executor  shall  at  any  time  have  the  right,  by  a  signed 
notice  in  writing  filed  with  the  Commissioner,  to  waive  the  restric- 
tions  provided  in  subdivision  (a)  of  this  section  on  the  assessment 
and  collection  of  the  whole  or  any  part  of  the  deficiency. 

(e)  The  Board  shall  have  jurisdiction  to  redetermine  the  correct 
amount  of  the  deficiency  even  if  the  amount  so  redetermined  is  greater 
than  the  amount  of  the  deficiency,  notice  of  which  has  been  mailed  to 
the  executor,  and  to  determine  whether  any  additional  amount  or 
addition  to  the  tax  should  be  assessed,  if  claim  therefor  is  asserted 
by  the  Commissioner  at  or  before  the  hearing  or  a  rehearing. 


(f )  If  after  the  enactment  of  this  Act  the  Commissioner  has  mailed 
to  the  executor  notice  of  a  deficiency  as  provided  in  subdivision  (a), 
and  the  executor  files  a  petition  with  the  Board  within  the  time  pre- 
scribed in  such  subdivision,  the  Commissioner  shall  have  no  right  to 
determine  any  additional  deficiency,  except  in  the  case  of  fraud,  and 
except  as  provided  in  subdivision  (e)  of  this  section  or  in  subdivision 
(c)  of  section  312.  If  the  executor  is  notified  that,  on  account  of  a 
mathematical  error  appearing  upon  the  face  of  the  return,  an  amount 
of  tax  in  excess  of  that  shown  upon  the  return  is  due,  and  that  an 
assessment  of  the  tax  has  been  or  will  be  made  on  the  basis  of  what 
would  have  been  the  correct  amount  of  tax  but  for  the  mathematical 
error,  such  notice  shall  not  be  considered,  for  the  purposes  of  this  sub- 
division or  of  subdivision  (a)  of  this  section,  or  of  section  319,  as  a 
notice  of  a  deficiency,  and  the  executor  shall  have  no  right  to  file  a  i)eti- 
tion  with  the  Board  of  Tax  Appeals  based  on  such  notice,  nor  shall 
such  assessment  or  collection  be  prohibited  by  the  provisions  of  sub- 
division (a)   of  this  section. 

(g)  For  the  purposes  of  this  title  the  date  on  which  a  decision  of 
the  Board  becomes  final  shall  be  determined  according  to  the  provisions 
of  section  1005.     *     *     * 

(i)  (as  amended  by  section  808(b)  of  the  Revenue  Act  of  1932) 
Where  it  is  shown  to  the  satisfaction  of  the  Commissioner  that  the 
payment  of  a  deficiency  upon  the  date  prescribed  for  the  payment 
thereof  will  result  in  undue  hardship  to  the  estate,  the  Commissioner, 
with  the  approval  of  the  Secretary  (except  where  the  deficiency  is 
due  to  negligence,  to  intentional  disregard  of  rules  and  regulations,  or 
to  fraud  with  intent  to  evade  tax),  may  grant  an  extension  for  the 
payment  of  such  deficiency  or  any  part  thereof  for  a  period  not  in 
excess  of  four  years.  If  an  extension  is  granted,  the  Commissioner 
may  require  the  executor  to  furnish  a  bond  in  such  amount,  not 
exceeding  double  the  amount  of  the  deficiency,  and  with  such  sureties 
as  the  Commissioner  deems  necessary,  conditioned  upon  the  payment 
of  the  deficiency  in  accordance  with  the  terms  of  the  extension.  In 
such  case  the  running  of  the  statute  of  limitations  for  assessment  and 
collection,  as  provided  in  sections  310(a)  and  311(b),  shall  be 
suspended  for  the  period  of  any  such  extension,  and  there  shall  be 
collected,     *     *     * 

Sec.  310.  (a)  Except  as  provided  in  section  311,  the  amount  of  the 
estate  taxes  imposed  by  this  title  shall  be  assessed  within  three  years 
after  the  return  was  filed,  and  no  proceeding  in  court  without  assess- 
ment for  the  collection  of  such  taxes  shall  be  begun  after  the  expira- 
tion of  three  years  after  the  return  was  filed. 

(b)  (as  amended  by  section  402  (a)  of  the  Revenue  Act  of  1928) 
The  running  of  the  statute  of  limitations  provided  in  this  section  or 
in  section  311  on  the  making  of  assessments  and  the  beginning  of  dis- 
traint or  a  proceeding  in  court  for  collection,  in  respect  of  any  de- 
ficiency, shall  (after  the  mailing  of  a  notice  under  subdivision  (a) 
of  section  308)  be  suspended  for  the  period  during  which  the  (Com- 
missioner is  prohibited  from  making  the  assessment  or  beginning 
distraint  or  a  proceeding  in  court  (and  in  any  event,  if  a  proceeding  in 
respect  of  the  deficiency  is  placed  on  the  docket  of  the  Board,  until 
the  decision  of  the  Board  becomes  final),  and  for  60  days  thereafter. 
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Sec.  311.  (a)  In  the  case  of  a  false  or  fraudulent  return  with  intent 
to  evade  tax  or  of  a  failure  to  file  a  return  the  tax  may  be  assessed 
or  a  proceeding  in  court  for  the  collection  of  such  tax  may  be  begun 
without  assessment,  at  any  time. 

(b)  Where  the  assessment  of  any  tax  imposed  by  this  title  or  of 
any  estate  or  gift  tax  imposed  by  prior  Act  of  Congress  has  been  made 
(whether  before  or  after  the  enactment  of  this  Act)  within  the 
statutory  period  of  limitation  properly  applicable  thereto,  such  tax 
may  be  collected  by  distraint  or  by  a  proceeding  in  court  (begun 
before  or  after  the  enactment  of  this  Act),  but  only  if  begun  (1) 
withm  six  years  after  the  assessment  of  the  tax.  or  (2)  prior  to  the 
expiration  of  any  period  for  collection  agreed  upon  in  writing  by  the 
Commissioner  and  the  executor. 

(c)  This  section  shall  not  bar  a  distraint  or  proceeding  in  court 
begun  before  the  enactment  of  the  Revenue  Act  of  1924 ;  nor  shall 
It  authorize  the  assessment  of  a  tax  or  the  collection  thereof  by  dis- 
traint or  by  proceeding  in  court  (1)  if  at  the  time  of  the  enactment 
of  this  Act  such  assessment,  distraint,  or  proceeding  was  barred  by  the 
statutory  period  of  limitation  properly  applicable  thereto,  unless  prior 
to  the  enactment  of  this  Act  the  Commissioner  and  the  executor  agreed 
in  writing  thereto,  or  (2)  contrary  to  the  provisions  of  subdivision  (a) 
of  section  308  of  this  Act. 

Sec  312.  (a)  If  the  Commissioner  believes  that  the  assessment  or 
collection  of  a  deficiency  will  be  jeopardized  by  delay,  he  shall  imme- 
diately assess  such  deficiency  (together  with  all  interest,  additional 
amounts^  or  additions  to  the  tax  provided  for  by  law)  and  notice 
and  demand  shall  be  made  by  the  collector  for  the  payment  thereof 

(b)  If  the  jeopardy  assessment  is  made  before  any  notice  in 
respect  of  the  tax  to  which  the  jeopardy  assessment  relates  has  been 
mailed  under  subdivision  (a)  of  section  308,  then  the  Commissioner 
shall  mail  a  notice  under  such  subdivision  within  60  days  after  the 
making  of  the  assessment. 

(c)  The  jeopardy  assessment  may  be  made  in  respect  of  a  defl- 
ciency  greater  or  less  than  that  notice  of  which  has  been  mailed  to 
the  executor,  despite  the  provisions  of  subdivision  (f)  of  section 
308  and  whether  or  not  the  executor  has  theretofore  filed  a  petition 
with  the  Board  of  Tax  Appeals.  The  Commissioner  shall  notify 
the  Board  of  the  amount  of  such  assessment,  if  the  petition  is  filed 
with  the  Board  before  the  making  of  the  assessment  or  is  subsequently 
filed,  and  the  Board  shall  have  jurisdiction  to  redetermine  the  entire 
amount  of  the  deficiency  and  of  all  amounts  assessed  at  the  same  time 
m  connection  therewith. 

(d)  If  the  jeopardy  assessment  is  made  after  the  decision  of  the 
Board  IS  rendered  such  assessment  may  be  made  only  in  respect  of 
the  deficiency  determined  by  the  Board  in  its  decision. 

(e)  A  jeopardy  assessment  may  not  be  made  after  the  decision  of 
the  Board  has  become  final  or  after  the  executor  has  filed  a  petition 
for  review  of  the  decision  of  the  Board. 

(f)  When  a  jeopardy  assessment  has  been  made  the  executor 
withm  30  days  after  notice  and  demand  from  the  collector  for  the 
payment  of  the  amount  of  the  assessment,  may  obtain  a  stay  of  col- 
lection of  the  whole  or  any  part  of  the  amount  of  the  assessment  by 
filing  with  the  collector  a  bond  in  such  amount,  not  exceeding  double 
the  amount  as  to  which  the  stay  is  desired,  and  with  such  sureties  as 
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the  collector  deems  necessary,  conditioned  upon  the  payment  of  so 
much  of  the  amount,  the  collection  of  which  is  stayed  by  the  bond, 
as  is  not  abated  by  a  decision  of  the  Board  which  has  become  final, 
together  with  interest  thereon  as  provided  in  subdivision  (j)  of  this 
section. 

(g)  If  the  bond  is  given  before  the  executor  has  filed  his  petition 
with  the  Board  under  subdivision  <a)  of  section  308,  the  bond  shall 
contain  a  further  condition  that  if  a  petition  is  not  filed  within  the 
period  provided  in  such  subdivision,  then  the  amount  the  collection 
of  which  is  stayed  by  the(  bond  will  be  paid  on  notice  and  demand 
at  any  time  after  the  expiration  of  such  period,  together  with  interest 
thereon  at  the  rate  of  6  per  centum  per  annum  from  the  date  of  the 
jeopardy  notice  and  demand  to  the  date  of  notice  and  demand  under 

this  subdivision. 

*  *  *  •  «  *  * 

(i)  When  the  petition  has  been  filed  with  the  Board  and  when  the 
amount  which  should  have  been  assessed  has  been  determined  by  a 
decision  of  the  Board  which  has  become  final,  then  any  unpaid  por- 
tion, the  collection  of  which  has  been  stayed  by  the  bond,  shall  be 
collected  as  part  of  the  tax  upon  notice  and  demand  from  the  col- 
lector, and  any  remaining  portion  of  the  assessment  shall  be  abated. 
If  the  amount  already  collected  exceeds^  the  amount  determined  as 
the  amount  which  should  have  been  assessed,  such  excess  shall  be 
refunded.  If  the  amount  determined  as  the  amount  which  should 
have  been  assessed  is  greater  than  the  amount  actually  assessed, 
then  the  difference  shall  be  assessed  and  shall  be  collected  as  part 
of  the  tax  upon  notice  and  demand  from  the  collector.    *     *     * 

Sec.  318.  (a)  If  after  the  enactment  of  this  Act  the  Commissioner 
determines  that  any  assessment  should  be  made  in  respect  of  any 
estate  or  gift  tax  imposed  by  the  Revenue  Act  of  1917,  the  Revenue 
Act  of  1918,  the  Revenue  Act  of  1921,  or  the  Revenue  Act  of  1924, 
or  by  any  such  Act  as  amended,  the  Commissioner  is  authorized  to 
send  by  registered  mail  to  the  person  liable  for  such  tax  notice  of  the 
amount  proposed  to  be  assessed,  which  notice  shall,  for  the  purposes  of 
this  Act,  be  considered  a  notice  under  subdivision  (a)  of  section  308  of 
this  Act.  In  the  case  of  any  such  determination  the  amount  which 
should  be  assessed  (whether  as  deficiency  or  additional  tax  or  as  in- 
terest, penalty,  or  other  addition  to  the  tax)  shall  be  computed  as  if 
this  Act  had  not  been  enacted,  but  the  amount  so  computed  shall  be 
assessed,  collected,  and  paid  in  the  same  manner  and  subject  to  the 
same  provisions  and  limitations  (including  the  provisions  in  case  of 
delinquency  in  payment  after  notice  and  demand  and  the  provisions 
prohibiting  claims  and  suits  for  refund)  as  in  the  case  of  a  deficiency  in 
the  tax  imposed  by  this  title,  except  that  in  the  case  of  an  estate  tax 
imposed  by  the  Revenue  Act  of  1917,  the  Revenue  Act  of  1918,  or  the 
Revenue  Act  of  1921,  or  by  any  such  Act  as  amended,  the  period  of 
limitation  prescribed  in  section  1109  of  this  Act  shall  be  applied  in  lieu 
of  the  period  prescribed  in  subdivision  (a)  of  section  310.     *     »     * 

Sec.  1109  (as  amended  by  section  619  (a),  Revenue  Act  of  1928). 
(a)  Except  in  the  case  of    *    *    *    estate,  and  gift  taxes — 

(1)  Notwithstanding  the  provisions  of  section  3182  of  the  Revised 
Statutes  or  any  other  provision  of  law,  all  internal-revenue  taxes  shall 
(except  as  provided  in  paragraph  (2)  or  (3)  of  this  subdivision)  be 
assessed  within  four  years  after  such  taxes  became  due,  and  no  pro- 
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ceedlng  in  court  without  assessment  for  the  collection  of  such  taxes 
shall  be  begun  after  the  expiration  of  five  years  after  such  taxes 
became  due. 

(2)  In  case  of  a  false  or  fraudulent  return  with  intent  to  evade 
tax,  of  a  failure  to  file  a  return  within  the  time  required  by  law,  or  of  a 
willful  attempt  in  any  manner  to  defeat  or  evade  tax,  the  tax  may  be 
assessed,  or  a  proceeding  in  court  for  the  collection  of  such  tax  may  be 
begun  without  assessment,  at  any  time. 

(3)  Where  the  assessment  of  any  tax  imposed  by  this  Act  or  by 
prior  Act  of  Congress  has  been  made  (whether  before  or  after  the 
enactment  of  this  Act)  within  the  statutory  period  of  limitation  prop- 
erly applicable  thereto,  such  tax  may  be  collected  by  distraint  or  by  a 
proceeding  in  court  (begun  before  or  after  the  enactment  of  this  Act), 
but  only  if  begun  (A)  within  six  years  after  the  assessment  of  the  tax, 
or  (B)  prior  to  the  expiration  of  any  period  for  collection  agreed  upon 
in  writing  by  the  Commissioner  and  the  taxpayer. 

(b)  This  section  shall  not  bar  a  distraint  or  proceeding  in  court 
begun  before  the  enactment  of  the  Revenue  Act  of  1924;  nor  shall  it 
authorize  the  assessment  of  a  tax  or  the  collection  thereof  by  dis- 
traint or  by  proceeding  in  court  if  at  the  time  of  the  enactment  of  this 
Act  such  assessment,  distraint,  or  proceeding  was  barred  by  the  statu- 
tory i)eriod  of  limitation  properly  applicable  thereto,  unless  prior  to 
the  enactment  of  this  Act  the  Commissioner  and  the  taxpayer  agreed 
in  writing  thereto. 

Sejc.  403.  Revenue  Act  of  1932. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401 
of  this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner, 
and  shall  be  subject  to  the  same  provisions  of  law  (including  pen- 
alties), as  the  tax  imposed  by  section  301  (a)  of  the  Revenue  Act  of 
1926,     *     *     *. 


Sue.  310.  (b)  (as  originally  enacted)  The  running  of  the  statute  of 
limitations  provided  in  this  section  or  in  section  311  on  the  making  of 
assessments  and  the  beginning  of  distraint  or  a  proceeding  in  court 
for  collection,  in  respect  of  any  deficiency,  shall  (after  the  mailing  of 
a  notice  under  subdivision  (a)  of  section  308)  be  suspended  for  the 
period  during  which  the  Commissioner  is  prohibited  from  making  the 
assessment  or  beginning  distraint  or  a  proceeding  in  court,  and  for 
60  days  thereafter. 

Note. — The  above  subdivision  was  amended  by  section  402(a)  of 
the  Revenue  Act  of  1928,  by  inserting  the  following:  "(and  in  any 
event,  if  a  proceeding  in  respect  of  the  deficiency  is  placed  on  the 
docket  of  the  Board,  until  the  decision  of  the  Board  becomes  final)". 
Section  402(b)  of  the  Revenue  Act  of  1928  reads  as  follows: 

"Subsection  (a)  of  this  section  shall  apply  in  all  cases  where 
the  period  of  limitation  has  not  expired  prior  to  the  enactment 
of  this  Act." 

Art.  77.  Assessments. — In  any  case  in  which  the  Commissioner  be- 
lieves that  the  assessment  or  collection  of  a  deficiency  tax  will  be 
jeopardized  by  delay,  he  will  make  an  immediate  assessment  thereof. 
In   such   case   the   assessment   may   be   made   before   the   mailing 


of  the  notice  provided  by  section  808(a),  or  at  any  time  there- 
after prior  to  the  filing  of  a  petition  for  a  review  by  the  court 
of  a  decision  rendered  by  the  Board.  If  the  jeopardy  assess- 
ment is  made  subsequent  to  a  decision  of  the  Board,  then  the  assess- 
ment is  limited  to  the  amount  of  the  deficiency  determined  by  the 
Board.  If  the  jeopardy  assessment  is  made  before  any  notice 
in  respect  of  the  deficiency  to  which  the  jeopardy  assessment  relates 
has  been  mailed  under  subdivision  (a)  of  section  308,  the  Com- 
missioner will  mail  a  notice  as  provided  by  such  subdivision  within 
60  days  after  the  making  of  such  jeopardy  assessment. 

If  an  amount  of  tax  in  excess  of  that  shown  upon  the  return  is 
determined  to  be  due  as  a  result  of  the  correction  of  a  mathematical 
error  appearing  upon  the  face  of  the  return,  the  executor  will  be 
duly  notified  and  an  assessment  made  of  the  tax  which  would  have 
been  the  correct  tax  but  for  the  mathematical  error.  The  notice 
that  the  correct  amount  of  the  tax  has  been  assessed  will  not  be  a 
notice  of  a  deficiency  within  the  meaning  of  subdivision  (a)  of  sec- 
tion 308  or  section  319  and  the  executor  has  no  right  to  file  a  petition 
with  the  Board  of  Tax  Appeals  based  upon  such  notice. 

If  a  petition  is  filed  with  the  Board,  the  entire  amount  redeter- 
mined as  the  deficiency  by  the  decision  of  the  Board  which  has 
become  final  will  be  assessed,  except  such  portion  as  may  have  been 
assessed  as  a  jeopardy  assessment.  If  no  petition  is  filed  with  the 
Board  within  the  time  prescribed  in  section  308  (a),  the  deficiency, 
notice  of  which  has  been  mailed  to  the  executor,  will  be  assessed.  If 
the  executor  by  a  signed  notice  in  writing  filed  with  the  Commis- 
sioner waives  the  restrictions  on  the  assessment  and  collection  of  the 
whole  or  any  part  of  a  deficiency,  assessment  of  such  whole  or  part 
will  be  made  immediately.     (As  to  payment,  see  articles  78  to  85, 

inclusive.) 

All  assessments  against  executors  (as  to  assessments  against  trans- 
ferees and  fiduciaries,  see  article  105),  except  in  the  case  of  a  false  or 
fraudulent  return,  or  of  a  failure  to  file  a  return  within  the  time 
required  by  law,  must  be  made  within  three  years  after  the  return 
was  filed  (four  years  after  the  due  date  of  the  tax  if  the  decedent 
died  prior  to  the  effective  date  of  the  Revenue  Act  of  1924).  If 
notice  of  a  deficiency  is  mailed  in  accordance  with  the  provisions  of 
subdivision  (a)  of  section  308,  then  the  period  within  which  assess- 
ment thereof  is  required  to  be  made  is  extended  for  the  period  during 
which  the  Commissioner  is  prohibited  from  making  the  assessment 
and  for  60  days  thereafter.  If  a  proceeding  in  respect  of  the  defi- 
ciency is  placed  on  the  docket  of  the  Board,  the  period  within  which 
assessment  is  required  to  be  made  is  extended  until  the  decision  of 
the  Board  becomes  final  and  for  60  days  thereafter.    If  an  extension 
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of  time  for  payment  of  the  tax  is  granted  in  accordance  with  sec- 
tion 305(b)  or  section  308 (i),  as  amended  by  section  808  of  the  Keve- 
nue  Act  of  1932,  the  period  within  which  assessment  is  required  to  be 
made  is  extended  by  the  time  covered  by  such  extension. 

In  case  of  a  false  or  fraudulent  return  with  intent  to  evade  the 
tax,  or  of  a  failure  to  file  a  required  return,  the  tax  may  be  assessed, 
or  proceedings  in  court  for  collection  may  be  begun  without  assess- 
ment, at  any  time. 

PAYMENT  OF  AND  RECEIPTS  FOR  TAXES 

Sec.  305.  (a)  (as  amended  by  section  203(a)  of  the  Revenue  Act  of 
1935)  The  tax  imposed  by  this  title  shall  be  due  and  payable  fifteen 
months  after  the  decedent's  death,  and  shall  be  paid  by  the  executor 
to  the  collector.     ♦    •    * 

Seo.  308.  *  *  *  (b)  If  the  executor  files  a  petition  with  the 
Board,  the  entire  amount  redetermined  as  the  deficiency  by  the  decision 
of  the  Board  which  has  become  final  shall  be  assessed  and  shall  be 
paid  upon  notice  and  demand  from  the  collector.     *     *     * 

(c)  If  the  executor  does  not  file  a  petition  with  the  Board  within 
the  time  prescribed  in  subdivision   (a)   of  this  section,  the  deficiency 
notice  of  which  has  been  mailed  to  the  executor,  shall  be  assessed! 
and  shall  be  paid  upon  notice  and  demand  from  the  collector.     *     *     * 

Se3o.  313.  (a)  The  collector  shall  grant  to  the  person  paying  the  tax 
duplicate  receipts,  either  of  which  shall  be  suflScient  evidence  of  such 
payment,  and  shall  entitle  the  executor  to  be  credited  and  allowed  the 
amount  thereof  by  any  court  having  jurisdiction  to  audit  or  settle 
his  accounts.     *     *     ♦ 

Seo.  1118.  (a)  Collectors  may  receive,  *  ♦  »  uncertified  checks 
m  payment  of  income,  war-profits,  and  excess-profits  taxes  and  any 
otner  taxes  payable  other  than  by  stamp,  during  such  time  and  under 
such  rules  and  regulations  as  the  Commissioner,  with  the  approval 
of  the  Secretary,  shall  prescribe ;  but  if  a  check  so  received  is  not  paid 
by  the  bank  on  which  it  is  drawn  the  person  by  whom  such  check  has 
been  tendered  shall  remain  liable  for  the  payment  of  the  tax  and  for  all 
legal  penalties  and  additions  to  the  same  extent  as  if  such  check  had 
not  been  tendered. 


Sec.  305.  (a)  (as  originally  enacted)  The  tax  imposed  by  this  title 
shall  be  due  and  payable  one  year  after  the  decedent's  death,  and  shaU 
be  paid  by  the  executor  to  the  collector.     *     *     * 

Note.— The  above  subdivision  was  amended  by  section  203(a)  of  the 
Revenue  Act  of  1935  by  substituting  -fifteen  months"  for  "one  year" 
Section  203(c)  of  the  Revenue  Act  of  1985  reads  as  follows: 

"The  amendments  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the 
date  of  the  enactment  of  this  Act." 

Art.  78.  Payment  of  tax;  General.-The  tax  is  due  and  must  be  paid 
withm  15  months  from  the  date  of  death  if  the  decedent  died  on  or 
after  August  31,  1935,  or  within  1  year  from  the  date  of  death  if 
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the  decedent  died  before  August  31, 1935,  unless  an  extension  of  time 
for  payment  thereof  has  been  granted  by  the  Commissioner.  (See 
also  article  82.)  If  the  tax  is  due  15  months  after  the  decedent's 
death,  the  due  date  is  the  day  of  the  fifteenth  calendar  month  after 
his  death  numerically  corresponding  to  the  day  of  the  calendar 
month  in  which  death  occurred,  except  that,  if  there  is  no  numeri- 
cally corresponding  day  in  such  fifteenth  month,  the  last  day  of  such 
fifteenth  month  is  the  due  date.  For  example,  if  the  decedent  died 
on  August  31,  1937,  the  due  date  is  November  30,  1938.  No  discount 
will  be  allowed  for  payment  in  advance  of  the  due  date.  The  col- 
lector will  grant  to  the  person  paying  the  tax  duplicate  receipts, 
either  of  which  will  be  sufficient  evidence  of  such  payment  and  en- 
title the  executor  to  be  credited  with  the  amount  by  any  court  having 
jurisdiction  to  audit  or  settle  his  accounts. 

Following  an  investigation  of  the  return,  the  tax  liability  will  be 
determined  by  the  Commissioner.  If  the  amount  of  tax  shown  on 
the  return  has  been  paid  and  exceeds  the  amount  of  tax  as  determined, 
a  certificate  of  overassessment  will  be  prepared  and  issued,  regard- 
less of  whether  or  not  a  claim  for  refund  of  such  excess  payment 
is  filed  unless  refundment  of  such  excess  is  barred  by  the  statute 
of  limitations,  or  such  excess  is  otherwise  not  refundable,  as  in  the 
case  of  a  compromise  (see  article  101),  a  closing  agreement  (see  arti- 
cle 76)  conclusively  fixing  the  amount  of  tax  liability,  or  an  estoppel. 
If  the  amoimt  of  tax  as  determined  exceeds  the  amount  of  tax  already 
paid  but  is  less  than  the  amount  shown  on  the  return,  the  executor 
will  be  notified  of  the  amount  of  the  unpaid  tax  and  payment  thereof 
should  be  made  to  the  collector.  If  the  audit  of  the  return  does  not 
disclose  a  deficiency  tax  or  overpayment  the  executor  will  be  notified 
to  that  effect.  If,  as  a  result  of  the  audit  of  the  return,  a 
deficiency  in  respect  of  the  tax  is  finally  determined  and  such  de- 
ficiency is  in  whole  or  in  part  assessed  (see  article  77),  the  executor 
should  pay  the  amount  of  the  deficiency  assessed  upon  notice  and 
demand  from  the  collector,  except  in  the  case  a  stay  of  the  collection 
of  a  jeopardy  assessment  is  obtained  by  the  filing  of  a  bond  (see 
article  96),  or  an  extension  of  time  for  payment  is  granted 
(see  article  83).  Until  any  tax  determined  by  the  Commissioner, 
including  any  deficiency,  is  assessed,  the  executor  should  reserve  a 
sufficient  portion  of  the  estate  to  satisfy  any  unpaid  assessment. 

Art.  79.  The  executor  shall  pay  the  tax. — The  statute  provides  that 
the  executor  shall  pay  the  tax.  This  duty  applies  to  the  entire  tax, 
regardless  of  the  fact  that  the  gross  estate  consists  in  part  of  prop- 
erty which  will  not  come  into  his  possession.  If  there  is  no  duly 
qualified  executor  or  administrator,  all  persons  in  actual  or  con- 
structive possession  of  any  property  of  the  decedent  are  liable  for 
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and  required  to  pay  the  tax  to  the  extent  of  the  value  of  such  prop- 
erty. (See  section  300  (a).  As  to  the  personal  liability  of  the  exec- 
utor, see  article  102.) 

Art.  80.  Payment  by  check. — Collectors  may  accept  uncertified 
checks  in  payment  of  the  tax,  provided  such  checks  are  collectible 
at  par,  that  is,  for  the  full  amount,  without  any  deduction  for  ex- 
change or  other  charges.  The  collector  will  stamp  upon  the  face  of 
each  check  before  deposit  thereof  the  words  "This  check  is  in  pay- 
ment of  an  obligation  to  the  United  States  and  must  be  paid  at  par. 
No  protest."  This  should  be  followed  by  his  name  and  title.  The 
day  on  which  the  check  is  received  will  be  considered  the  date  of 
payment  so  far  as  the  taxpayer  is  concerned,  unless  the  check  is  re- 
turned dishonored.  If  the  bank  on  which  a  check  is  drawn  should 
refuse  to  pay  it  at  par,  the  check  should  be  returned  through  the 
depositary  bank. 

All  expenses  incident  to  the  attempt  to  collect  such  a  check  and  the 
return  of  it  through  the  depositary  bank  must  be  paid  by  the  drawer 
of  the  check  to  the  bank  on  which  it  is  drawn.  (See  section  3210  of 
the  Eevised  Statutes,  as  amended,  reenacted  by  section  1128(b)  of 
the  Ee venue  Act  of  1926.)  In  the  case  a  check  has  been  returned  un- 
collected by  the  depositary  bank,  the  collector  should  proceed  to  col- 
lect the  tax  as  though  no  check  had  been  given,  and  the  taxpayer  will 
remain  liable  for  payment  of  the  tax  and  for  all  interest,  legal  penal- 
ties and  additions,  if  any  attach,  to  the  same  extent  as  though  such 
check  had  not  been  tendered.  A  taxpayer  who  tenders  a  certified 
check  in  payment  of  the  tax  is  not  released  from  his  obligation  until 
the  check  has  been  paid.  (See  U.  S.  C,  1934  edition,  Title  26.  section 
1546(a).) 

Treasury  Department  Circular  No.  176,  as  amended,  prescribes 
detailed  regulations  governing  the  deposit  and  collection  of  checks. 
Collectors  are  referred  to  paragraphs  13-16  and  paragraph  26 
thereof  as  to  the  deposit  of  taxpayers'  checks  and  the  handling  of 
uncollected  or  lost  items. 

Art.  81.  Payment  with  bonds  of  the  United  States. — Payment  of  the 
tax  may  be  made  with  certain  bonds  of  the  United  States  in  accord- 
ance with  section  14  of  the  Second  Liberty  Bond  Act,  as  amended 
(U.  S.  C,  1934  edition,  Title  31,  section  765),  and  Department  Circu- 
lar 225,  as  amended  and  supplemented,  issued  pursuant  thereto.  Such 
bonds  must  bear  interest  at  a  higher  rate  than  4  per  cent  per  annum, 
and  are  receivable  at  par  value,  together  with  interest  accrued  at  the 
time  of  payment,  provided  they  were  owned  by  the  decedent  con- 
tinuously for  at  least  six  months  prior  to  the  date  of  his  death,  and 
upon  such  date  constituted  a  part  of  his  gross  estate. 
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EXTENSION  OF  TIME  FOR  PAYMENT  OF  TAX 

Sec.  305.  *  *  *  (b)  (as  amended  by  section  808(a)  of  the 
Revenue  Act  of  1932)  Where  the  Commissioner  finds  that  the  payment 
on  the  due  date  of  any  part  of  the  amount  determined  by  the  executor 
as  the  tax  would  impose  undue  hardship  upon  the  estate,  the  Com- 
missioner may  extend  the  time  for  payment  of  any  such  part  not  to 
exceed  eight  years  from  the  due  date.  In  such  case  the  amount  in 
respect  of  which  the  extension  is  granted  shall  be  paid  on  or  before 
the  date  of  the  expiration  of  the  period  of  the  extension,  and  the  run- 
ning of  the  statute  of  limitations  for  assessment  and  collection,  as 
provided  in  sections  310(a)  and  311(b),  shall  be  suspended  for  the 
period  of  any  such  extension.  If  an  extension  is  granted,  the  Com- 
missioner may  require  the  executor  to  furnish  a  bond  in  such  amount, 
not  exceeding  double  the  amount  in  respect  of  which  the  extension 
is  granted,  and  with  such  sureties  as  the  Commissioner  deems  neces- 
sary, conditioned  upon  the  payment  of  the  amount  in  respect  of  which 
the  extension  is  granted  in  accordance  with  the  terms  of  the  exten- 
sion.    ♦    *    ♦ 

(e)  (as  added  by  section  811(a)  of  the  Revenue  Act  of  1932)  Where 
there  is  included  in  the  value  of  the  gross  estate  the  value  of  a  rever- 
sionary or  remainder  interest  in  property,  the  payment  of  the  part  of 
the  tax  imi)osed  by  this  title  attributable  to  such  interest  may,  at  the 
election  of  the  executor,  be  postponed  until  six  months  after  the  termi- 
nation of  the  precedent  interest  or  interests  in  the  property,  and  the 
amount  the  payment  of  which  is  so  postponed  shall  then  be  payable, 
together  with  interest  thereon  at  the  rate  of  4  per  centum  per  annum 
from  eighteen  months  after  the  date  of  the  decedent's  death  until  such 
amount  is  paid.  The  postponement  of  payment  of  such  amount  shall 
be  under  such  regulations  as  the  Commissioner  with  the  approval  of 
the  Secretary  may  prescribe,  and  shall  be  upon  condition  that  the  exec- 
utor, or  any  other  person  liable  for  the  tax,  shall  furnish  a  bond  in 
such  an  amount,  and  with  such  sureties,  as  the  Commissioner  deems 
necessary,  conditioned  upon  the  payment  within  six  months  after  the 
termination  of  such  precedent  interest  or  interests  of  the  amount 
the  payment  of  which  is  so  postponed,  together  with  interest  thereon, 
as  above  provided.  Such  part  of  any  estate,  inheritance,  legacy,  or 
succession  taxes  allowable  as  a  credit  against  the  tax  imposed  by  this 
title  as  is  attributable  to  such  reversionary  or  remainder  interest  may 
be  allowed  as  a  credit  against  the  tax  attributable  to  such  interest, 
subject  to  the  percentage  limitation  contained  in  section  301(c),  if  such 
part  is  paid,  and  credit  therefor  claimed,  at  any  time  prior  to  the 
expiration  of  60  days  after  the  termination  of  the  precedent  interest 
or  interests  in  the  property. 

Nora — Section  811(b)  of  the  Revenue  Act  of  1932  reads  as  follows: 
"The  amendment  to  section  305  of  the  Revenue  Act  of  1926  made 
by  subsection  (a)  of  this  section,  shall  not  apply,  in  the  case  of 
estates  of  decedents  dying  prior  to  the  date  of  the  enactment  of 
this  Act,  to  that  part  of  any  payment  of  Federal  estate  taxes  made 
prior  to  such  date  which  is  attributable  to  a  reversionary  or 
remainder  interest  in  property." 
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Sec.  308.  ♦  •  ♦  (i)  (as  amended  by  section  808(b)  of  the  Rev- 
enue Act  of  1932)  Where  it  is  shown  to  the  satisfaction  of  the  Com- 
missioner that  the  payment  of  a  deficiency  upon  the  date  prescribed 
for  the  payment  thereof  will  result  in  undue  hardship  to  the  estate, 
the  Commissioner,  with  the  approval  of  the  Secretary  (except  where 
the  deficiency  is  due  to  negligence,  to  intentional  disregard  of  rules 
and  regulations,  or  to  fraud  with  intent  to  evade  tax),  may  grant  an 
extension  for  the  payment  of  such  deficiency  or  any  part  thereof  for 
a  period  not  in  excess  of  four  years.  If  an  extension  is  granted,  the 
Commissioner  may  require  the  executor  to  furnish  a  bond  in  such 
amount,  not  exceeding  double  the  amount  of  the  deficiency,  and  with 
such  sureties  as  the  Commissioner  deems  necessary,  conditioned  ui)on 
the  payment  of  the  deficiency  in  accordance  with  the  terms  of  the 
extension.  In  such  case  the  running  of  the  statute  of  limitations  for 
assessment  and  collection,  as  provided  in  sections  310(a)  and  311(b), 
shall  be  suspended  for  the  period  of  any  such  extension,  and  there  shall 
be  collected,  as  a  part  of  the  tax,  interest  on  the  part  of  the  deficiency 
the  time  for  payment  of  which  is  so  extended,  at  the  rate  of  6  per 
centum  per  annum  for  the  period  of  the  extension,  and  no  other  interest 
shall  be  collected  on  such  part  of  the  deficiency  for  such  period.  If 
the  part  of  the  deficiency  the  time  for  payment  of  which  is  so  extended 
is  not  paid  in  accordance  with  the  terms  of  the  extension,  there  shall 
be  collected,  as  a  part  of  the  tax,  interest  on  such  unpaid  amount  at 
the  rate  of  1  per  centum  a  month  for  the  period  from  the  time  fixed 
by  the  terms  of  the  extension  for  its  payment  until  it  is  paid,  and  no 
other  interest  shall  be  collected  on  such  unpaid  amount  for  such 
period. 

Note. — Section  404  of  the  Revenue  Act  of  1935  had  the  effect  of 
changing  the  rate  of  interest  of  1  i)er  centum  a  month  provided  in 
the  above  subdivision  to  6  per  centum  per  annum  for  any  period  after 
August  30,  1935.    Such  section  404  reads  as  follows: 

"Notwithstanding  any  provision  of  law  to  the  contrary,  interest 
accruing  during  any  period  of  time  after  the  date  of  the  enact- 
ment of  this  Act  upon  any  internal-revenue  tax  (including 
amounts  assessed  or  collected  as  a  part  thereof)  or  customs  duty, 
not  paid  when  due,  shall  be  at  the  rate  of  G  per  centum  per 
annum." 

Art.  82.  (a)  Extension  of  time  for  payment  of  tax  shown  on  retnm.— 
In  any  case  in  which  the  Commissioner  finds  that  payment,  on  the 
due  date,  of  the  tax  shown  on  the  return  would  impose  undue  hard- 
ship upon  the  estate,  an  extension  or  extensions  of  time  will  bo 
granted  for  the  payment  of  the  tax  for  a  period  not  to  exceed  in  all 
eight  years  from  the  due  date.  Extensions  of  time  for  tax  payment 
will  be  granted  only  in  exceptional  cases,  and  those  in  which  it  is 
evident  that  the  payment  of  the  tax  on  or  before  the  due  date  would 
impose  upon  the  estate  undue  hardship.  What  constitutes  "undue 
hardship"  depends  upon  the  facts  in  the  particular  case. 

An  application  for  an  extension  of  time  for  the  payment  of  the  tax 
must  be  in  writing  and  must  contain,  or  be  supported  by,  sufficient 
information  under  oath  from  which  the  Commissioner  may  deter- 


mine whether  undue  hardship  would  result  if  the  requested  extension 
were  refused. 

As  a  condition  to  the  granting  of  such  an  extension  the  Commis- 
sioner may  require  that  a  penal  bond  be  furnished  in  an  amount  not 
exceeding  double  the  amount  for  which  the  extension  is  desired. 
If  a  bond  is  to  be  furnished  it  must  be  filed  with  the  collector 
within  10  days  after  notification  by  the  Commissioner  that  such 
bond  is  required,  and  shall  be  conditioned  upon  the  payment,  in  ac- 
cordance with  the  terms  of  the  extension  granted,  of  the  tax  involved, 
including  any  interest  thereon,  and  shall  be  executed  by  a  surety  or 
sureties,  and  shall  be  subject  to  the  approval  of  the  Commissioner. 
In  lieu  of  such  surety  or  sureties,  the  bond  may  be  secured  by  the 
deposit  of  bonds  or  notes  of  the  United  States,  any  public  debt 
obligations  of  the  United  States,  or  any  bonds,  notes,  or  other  obli- 
gations which  are  unconditionally  guaranteed  as  to  both  interest 
and  principal  by  the  United  States,  equal  in  their  total  par  value  to 
the  amount  of  such  bond.  (See  section  1126  of  the  Eevenue  Act  of 
1926,  as  amended  by  section  7  of  the  Act  of  February  4, 1935,  U.  S.  C, 
1934  edition,  Sup.  II,  Title  6,  section  15.) 

No  single  extension  for  more  than  one  year  will  be  granted. 
Application  for  extension  of  time  for  payment  should  be  filed  with 
the  collector,  who  will  refer  it  to  the  Commissioner  with  suitable 
recommendations. 

An  extension  of  time  to  pay  the  tax  does  not  relieve  the  executor 
from  the  duty  of  filing  the  return  on  or  before  the  date  fixed  by  the 
regulations,  nor  will  it  operate  to  prevent  the  running  of  interest. 
(See  articles  84  and  85.)  An  extension  of  time  to  pay  the  tax  may 
extend  the  period  within  which  taxes  allowed  as  a  credit  by  section 
301(c)  are  required  to  be  paid  and  the  credit  therefor  claimed. 
(See  article  9.)  The  running  of  the  statute  of  limitations  for  assess- 
ment and  collection,  as  provided  in  sections  310(a)  and  311(b),  is 
suspended  for  the  period  of  the  extension.     (See  articles  77  and  105.) 

All  applications  for  extensions  of  time  for  payment  of  tax  must 
be  made  before  the  due  date  of  such  tax.  If  the  executor  desires 
to  obtain  an  additional  extension,  the  application  therefor  must  be 
filed  with  the  collector  on  or  before  the  date  of  the  expiration  of  the 
previous  extension. 

The  granting  of  an  extension  of  time  for  paying  the  tax  is  discre- 
tionary with  the  Commissioner  and  such  authority  will  be  exercised 
under  such  conditions  as  he  may  deem  advisable. 

(b)  Extension  of  time  for  payment  of  tax  attributable  to  a  reversionary 
or  remainder  interest. — In  the  case  there  is  included  in  the  gross  estate 
a  reversionary  or  remainder  interest  in  property,  the  payment  of 
the  part  of  the  tax  attributable  to  such  interest,  except  such  part  of 
such  tax  as  was  paid  prior  to  the  enactment  of  the  Revenue  Act  of 
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1932,  may,  at  the  election  of  the  executor,  be  postponed  until  six 
months  after  the  termination  of  the  precedent  interest  or  interests 
in  the  property.  This  provision  is  limited  to  cases  in  which  the 
reversionary  or  remainder  interest  is  included  in  the  decedent's  gross 
estate  as  such  and  does  not  extend  to  cases  in  which  the  decedent 
creates  future  estates  by  his  own  testamentary  act. 

Notice  of  the  exercise  of  the  election  to  postpone  the  payment  of 
the  tax  attributable  to  a  reversionary  or  remainder  interest  should  be 
filed  with  the  Commissioner  before  the  date  prescribed  for  payment 
of  the  tax.  There  should  be  filed  with  the  notice  of  election  a  certi- 
fied copy  of  the  will  or  other  instrument  under  which  the  reversionary 
or  remainder  interest  was  created.  The  Commissioner  may  require 
the  submission  of  such  additional  proof  as  is  deemed  necessary  to 
disclose  the  complete  facts.  If  the  duration  of  the  precedent  interest 
is  dependent  upon  the  life  of  any  person,  the  application  must  show 
the  date  of  birth  of  such  person. 

As  a  prerequisite  to  the  postponement  of  the  payment  of  the  tax 
attributable  to  a  reversionary  or  remainder  interest,  a  bond  must  be 
furnished  in  such  an  amount  (at  least  double  the  amount  of  the  tax 
and  interest  for  the  estimated  duration  of  the  precedent  interest), 
and  with  such  sureties  as  the  Commissioner  deems  necessary,  con- 
ditioned upon  the  payment  of  the  tax  and  interest  accrued  thereon 
within  six  months  after  the  termination  of  the  precedent  interest. 
In  case  the  duration  of  the  precedent  interest  is  dependent  upon  the 
life  or  lives  of  any  person  or  persons,  or  is  otherwise  indefinite,  the 
bond  must  be  further  conditioned  upon  the  principal   or  surety 
promptly  notifying  the  Commissioner  when  such  precedent  interest 
terminates  and  upon  the  principal  or  surety  notifying  the  Commis- 
sioner during  the  month  of  September  of  each  year  as  to  the  con- 
tinuance of  the  precedent  interest.    If  after  the  acceptance  of  a  bond 
it  is  determined  that  the  amount  of  the  tax  attributable  to  the  rever- 
sionary or  remainder  interest  was  understated  in  the  bond,  a  new 
bond  or  a  supplemental  bond  may  be  required,  or  such  tax  to  the 
extent  of  the  understatement  may  be  collected. 

If  the  decedent's  gross  estate  consists  of  both  a  reversionary  I 
or  remainder  interest  in  property  and  other  property,  the  tax  at- 
tributable to  the  reversionary  or  remainder  interest,  within  the 
meaning  of  section  305(e)  and  this  article,  is  an  amount  which 
bears  the  same  ratio  to  the  total  tax  which  the  value  of  the  rever- 
sionary or  remainder  interests  bears  to  the  entire  gross  estate,  sub- 
ject to  the  following  qualification:  In  determining  the  ratio,  the 
value  of  the  reversionary  or  remainder  interest  should  be  reduced 
by  (1)  the  amount  of  claims,  mortgages,  and  indebtedness  which  is 
a  lien  upon  such  interest;  (2)  losses  in  respect  of  such  interest  dur- 
ing the  settlement  of  the  estate  which  are  deductible  under  the  pro- 
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visions  of  subdivisions  (a)(1)  and  (b)(1)  of  section  303;  (3)  any 
amount  in  respect  of  such  interest  identified  as  previously  taxed 
property  under  the  provisions  of  subdivisions  (a)  (2)  and  (b)  (2)  of 
section  303;  (4)  any  amount  deductible  on  account  of  devises  or  be- 
quests of  such  interests  to  charitable,  etc.,  uses  as  described  in  sub- 
divisions (a)  (3)  and  (b)  (3)  of  section  303.  In  determining  the 
ratio,  the  gross  estate  should  likewise  be  reduced  by  such  deductions 
having  similar  relationship  to  items  in  the  gross  estate  other  than  the 
remainder  or  reversionary  interest. 

If  the  time  for  payment  of  the  Federal  ei'-tate  tax  attributa- 
ble to  a  reversionary  or  remainder  interest  in  property  is  postponed, 
all  estate,  inheritance,  legacy,  or  succession  taxes  allowable  as  a 
credit  under  the  provisions  of  section  301(c)  of  the  Revenue  Act 
of  1926,  as  amended,  which  are  paid  and  for  which  credit  is  claimed 
within  the  period  provided  in  such  section,  wiH  be  allowed  not  to 
exceed  80  per  cent,  respectively,  of  that  portion  of  the  Federal 
estate  tax  attributable  to  such  interest  and  to  that  portion  attributa- 
ble to  the  other  property,  and  will  be  applied  first  to  the  respective 
portion  of  the  Federal  estate  tax  which  is  attributable  to  the  same 
interests  in  property  to  which  the  estate,  inheritance,  legacy,  or 
succession  taxes  are  attributable.  Estate,  inheritance,  legacy,  or 
succession  taxes,  as  described  in  section  301(c)  of  the  Revenue  Act 
of  1926,  as  amended,  which  are  attributable  to  the  reversionary  or 
remainder  interest  and  which  are  paid  and  for  which  credit  is 
claimed  after  the  expiration  of  the  period  provided  in  section  301 
(c)  will  also  be  allowed  as  a  credit  against  the  Federal  estate  tax 
attributable  to  such  interest  (limited  by  the  requirement  that  the 
total  credit  may  not  exceed  80  per  cent  of  the  total  Federal  estate 
tax)  if  such  taxes  are  paid  and  credit  therefor  is  claimed  prior  to 
the  expiration  of  60  days  after  the  termination  of  the  preceding 
interest  or  interests  in  the  property. 

Example:  The  Federal  estate  tax  attributable  to  the  reversionary 
or  remainder  interest  is  $5,000,  and  that  attributable  to  all  other 
property  is  $10,000.  The  estate,  inheritance,  legacy,  or  succession 
taxes  paid  to  the  State  within  the  4-year  period  are  $9,000,  all 
attributable  to  property  other  than  the  reversionary  or  remainder 
interest.  Of  this  $9,000,  the  maximum  of  $8,000  is  credited  against 
the  Federal  estate  tax  of  $10,000  attributable  to  property  other  than 
the  reversionary  or  remainder  interest,  and  the  balance  of  $1,000 
is  credited  to  the  Federal  estate  tax  attributable  to  the  reversionary 
interest.  Accordingly,  the  estate  will  be  required  to  pay  $2,000 
(Federal  estate  tax  of  $10,000  attributable  to  property  other  than 
the  reversionary  or  remainder  interest,  minus  the  credit  of  $8,000) 
at  once,  and  an  extension  will  be  allowed  for  payment  of  $4,000 
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(Federal  estate  tax  of  $5,000  attributable  to  the  reversionary  inter- 
est, minus  credit  of  $1,000).  After  expiration  of  the  4-year  period, 
but  before  expiration  of  60  days  after  termination  of  the  life  estate 
or  precedent  interest,  the  estate  pays  additional  State  estate,  inherit- 
ance, legacy,  or  succession  taxes  of  $5,000  attributable  to  the  re- 
versionary or  remainder  interest.  As  the  maximum  credit  is  $12,000 
(80  per  cent  of  $15,000,  the  total  Federal  estate  tax)  and  $9,000 
has  already  been  allowed,  there  will  be  an  additional  allowance  of 
$3,000,  and  the  estate  will  be  required  to  pay  $1,000  at  the  end  of 
the  extension  period. 

If  any  estate,  inheritance,  legacy,  or  succession  taxes  are  im- 
posed by  any  of  the  several  States,  Territories,  or  the  District  of 
Columbia  upon  a  reversionary  or  a  remainder  interest  in  property 
and  other  property,  without  definitely  apportioning  the  tax  between 
such  classes  of  property,  for  the  purposes  of  this  article  the  amount 
of  such  estate,  inheritance,  legacy,  or  succession  taxes  which  will  be 
deemed  to  be  attributable  to  the  reversionary  or  remainder  interest 
will  be  an  amount  which  bears  the  same  ratio  to  the  total  of  such 
taxes  as  the  value  of  such  property  bears  to  the  value  of  the  decedent's 
entire  estate  upon  which  the  estate,  inheritance,  legacy,  or  succes- 
sion tax  was  imposed.  In  determining  the  ratio,  reduction  will  be 
made  in  the  value  of  the  reversionary  or  remainder  interest  and  the 
value  of  the  gross  estate  as  previously  provided  in  this  article  for 
determining  the  Federal  estate  tax  attributable  to  the  reversionary 
or  remainder  interest. 

If  any  part  of  the  tax  was  paid  prior  to  the  enactment  of 
the  Revenue  Act  of  1932,  and  the  gross  estate  consists  of  both  a 
reversionary  or  remainder  interest  and  other  property,  the  portion 
of  the  tax  so  paid  attributable  to  the  reversionary  or  remainder  inter- 
est is  an  amount  which  bears  the  same  ratio  to  the  total  tax  so  paid 
which  the  entire  tax  attributable  to  the  remainder  or  reversionary 
interest,  computed  as  provided  in  this  article,  bears  to  the  total  tax. 

The  amount  of  tax  the  payment  of  which  is  postponed  under  the 
provisions  of  section  305  (e)  bears  interest  at  the  rate  of  4  per  cent 
per  annum  from  18  months  after  the  date  of  the  decedent's  death 
until  such  amount  is  paid.    (See  article  84(b).) 

Art.  83.  Extension  of  time  for  payment  of  deficiency  tax. — ^In  any  case 
in  which  the  Conmiissioner  finds  that  payment  of  the  deficiency 
tax  upon  the  date  prescribed  for  the  payment  thereof  would  impose 
undue  hardship  upon  the  estate,  an  extension  or  extensions  of  time 
will  be  granted  for  payment,  with  the  approval  of  the  Secretary,  for 
a  period  not  to  exceed  in  all  four  years  from  the  date  prescribed  for 
the  payment  of  the  deficiency.  Extension  of  time  for  such  payment 
will  be  granted  only  in  exceptional  cases  and  those  in  which  it  is 


evident  that  payment  on  or  before  the  date  prescribed  for  payment 
of  the  deficiency  would  impose  undue  hardship.  This  provision  ap- 
plies to  all  estates,  regardless  of  the  date  of  the  decedent's  death. 

What  constitutes  "undue  hardship"  depends  upon  the  facts  in  the 
particular  case.  No  extension  will  be  granted  where  the  deficiency 
is  due  to  negligence  or  intentional  disregard  of  the  rules  and  regula- 
tions, or  to  fraud  with  intent  to  evade  the  tax. 

Any  application  for  an  extension  of  time  for  the  payment  of  a 
deficiency  must  be  in  writing  and  must  contain,  or  be  supported  by, 
information  under  oath  showing  wherein  undue  hardship  would 
result  if  the  extension  were  refused. 

As  a  condition  to  the  granting  of  such  an  extension  the  Commis- 
sioner may  require  that  a  penal  bond  be  furnished  in  an  amount 
not  exceeding  double  the  amount  of  the  deficiency.  If  a  bond  is 
to  be  furnished  it  must  be  filed  with  the  collector  within  10  days 
after  notification  by  the  Commissioner  that  such  bond  is  required, 
and  shall  be  conditioned  upon  the  payment  of  the  deficiency  in 
accordance  with  the  terms  of  the  extension  granted,  including  in- 
terest upon  the  deficiency,  as  prescribed  by  the  statute  (see  article 
85),  until  the  deficiency  is  paid,  and  shall  be  executed  by  a  surety 
or  sureties  and  shall  be  subject  to  the  approval  of  the  Commissioner. 
In  lieu  of  such  surety  or  sureties,  the  bond  may  be  secured  by  the 
deposit  of  bonds  or  notes  of  the  United  States,  any  public  debt  obli- 
gations of  the  United  States,  or  any  bonds,  notes,  or  other  obligations 
which  are  unconditionally  guaranteed  as  to  both  interest  and  princi- 
pal by  the  United  States,  equal  in  their  total  par  value  to  the  amount 
of  such  bond.  (See  section  1126  of  the  Revenue  Act  of  1926,  as 
amended  by  section  7  of  the  Act  of  February  4,  1935,  U.  S.  C,  1934 
edition.  Sup.  II,  Title  6,  section  15.)  No  single  extension  for  more 
than  one  year  will  be  granted.  Application  for  extension  of  time  for 
payment  should  be  filed  with  the  collector.  The  collector  will  refer 
the  application  to  the  Commissioner  with  suitable  recommendations. 

Application  for  extension  of  time  for  payment  of  a  deficiency  must 
be  made  on  or  before  the  date  prescribed  for  payment  thereof,  as 
shown  by  the  notice  and  demand  from  the  collector.  If  the  executor 
desires  to  obtain  an  additional  extension,  the  application  therefor 
must  be  filed  with  the  collector  on  or  before  the  date  of  the  expiration 
of  the  previous  extension. 

An  extension  of  time  to  pay  the  deficiency  will  not  operate  to  pre- 
vent the  running  of  interest.  (See  article  85.)  An  extension  of 
time  to  pay  the  deficiency  may  extend  the  period  within  which  taxes 
allowed  as  a  credit  by  section  301(c)  are  required  to  be  paid  and  the 
credit  therefor  claimed.  (See  article  9.)  The  running  of  the  statute 
of  limitations  for  assessment  and  collection,  as  provided  in  sections 
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310(a)  and  311(b),  is  suspended  for  the  period  of  the  extension. 
(See  articles  77  and  105.)  No  extension  of  time  for  paying  a  de- 
ficiency will  be  granted  until  after  the  assessment  thereof  and  notice 
and  demand  for  payment  has  been  made  by  the  collector. 

The  granting  of  an  extension  of  time  for  pajang  the  deficiency  is 
discretionary  with  the  Commissioner  and  the  Secretary,  and  such 
authority  will  be  exercised  under  such  conditions  as  may  be  deemed 
advisable. 

INTEREST  ON  TAX 

Sec.  305.  *  *  ♦  (c)  (as  amended  by  section  203(b)  of  the  Revenue 
Act  of  1935)  If  the  time  for  the  payment  is  thus  extended  there  shall 
be  collected,  as  a  part  of  such  amount,  interest  thereon  at  the  rate 
of  6  per  centum  per  annum  from  the  expiration  of  three  months  after 
the  due  date  of  the  tax  to  the  expiration  of  the  i)eriod  of  the  exten- 
sion.   •    ♦    * 

Note. — Section  305(c)  was  amended  by  section  203(b)  of  the  Revenue 
Act  of  1935  by  substituting  'three  months"  for  "six  months".  Section 
203(c)  of  the  Revenue  Act  of  1935  reads  as  follows: 

"The  amendments  made  by  this  section  shall  be  effective  only 
with  respect  to  transfers  of  estates  of  decedents  dying  after  the 
date  of  the  enactment  of  this  Act.'* 

(e)  (as  added  by  section  811(a)  of  the  Revenue  Act  of  1932) 
Where  there  is  included  in  the  value  of  the  gross  estate  the  value  of  a 
reversionary  or  remainder  interest  in  property,  the  payment  of  the  part 
of  the  tax  imposed  by  this  title  attributable  to  such  interest  may,  at 
the  election  of  the  executor,  be  postponed  until  six  months  after 
the  termination  of  the  precedent  interest  or  interests  in  the  property, 
and  the  amount  the  payment  of  which  is  so  postponed  shall  then  be 
payable,  together  with  interest  thereon  at  the  rate  of  4  per  centum 
per  annum  from  eighteen  months  after  the  date  of  the  decedent's  death 
until  such  amount  is  paid.     ♦     *     * 

Sec.  308.  *  *  *  (h)  Interest  upon  the  amount  determined  as  a 
deficiency  shall  be  assessed  at  the  same  time  as  the  deficiency,  shall 
be  paid  upon  notice  and  demand  from  the  collector,  and  shall  be  col- 
lected as  a  part  of  the  tax,  at  the  rate  of  6  per  centum  per  annum 
from  the  due  date  of  the  tax  to  the  date  the  deficiency  is  assessed,  or, 
in  the  case  of  a  waiver  under  subdivision  (d)  of  this  section,  to  the 
thirtieth  day  after  the  filing  of  such  waiver  or  to  the  date  the  deficiency 
is  assessed  whichever  is  the  earlier. 

(i)  (as  amended  by  section  808(b)  of  the  Revenue  Act  of  1932) 
Where  it  is  shown  to  the  satisfaction  of  the  Commissioner  that  the 
payment  of  a  deficiency  upon  the  date  prescribed  for  the  payment 
thereof  will  result  in  undue  hardship  to  the  estate,  the  Commissioner, 
with  the  approval  of  the  Secretary  (except  where  the  deficiency  is 
due  to  negligence,  to  intentional  disregard  of  rules  and  regulations, 
or  to  fraud  with  intent  to  evade  tax),  may  grant  an  extension  for  the 
payment  of  such  deficiency  or  any  part  thereof  for  a  period  not  in 
excess  of  four  years.  If  an  extension  is  granted,  the  Commissioner 
may  require  the  executor  to  furnish   a   bond  in   such  amount,  not 
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exceeding  double  the  amount  of  the  deficiency,  and  with  suet  sureties 
as  the  Commissioner  deems  necessary,  conditioned  upon  the  payment 
of  the  deficiency  in  accordance  with  the  terms  of  the  extension.  In 
such  case  the  running  of  the  statute  of  limitations  for  assessment  and 
collection,  as  provided  in  sections  310(a)  and  311(b),  shall  be 
suspended  for  the  period  of  any  such  extension,  and  there  shall  be 
collected,  as  a  part  of  the  tax,  interest  on  the  part  of  the  deficiency 
the  time  for  payment  of  which  is  so  extended,  at  the  rate  of  6 
per  centum  per  annum  for  the  period  of  the  extension,  and  no  other 
interest  shall  be  collected  on  such  part  of  the  deficiency  for  such 
period.  If  the  part  of  the  deficiency  the  time  for  payment  of  which  is 
so  extended  is  not  paid  in  accordance  with  the  terms  of  the  extension, 
there  shall  be  collected,  as  a  part  of  the  tax,  interest  on  such  unpaid 
amount  at  the  rate  of  1  per  centum  a  month  for  the  period  from  the 
time  fixed  by  the  terms  of  the  extension  for  its  payment  until  it  is 
paid,  and  no  other  interest  shall  be  collected  on  such  unpaid  amount 
for  such  period. 

NoTi;— Section  404  of  the  Revenue  Act  of  1935  had  the  effect  of 
changing  the  rate  of  interest  of  1  per  centum  a  month  provided  in 
the  above  subdivision  to  6  per  centum  per  annum  for  any  period 
after  August  30,  1935.     Such  section  404  reads  as  follows: 

"Notwithstanding  any  provision  of  law  to  the  contrary,  interest 
accruing  during  any  period  of  time  after  the  date  of  the  enact- 
ment of  this  Act  upon  any  internal-revenue  tax  (including  amounts 
assessed  or  collected  as  a  part  thereof)  or  customs  duty,  not  paid 
when  due,  shall  be  at  the  rate  of  6  per  centum  per  annum." 

(j)  The  50  per  centum  addition  to  the  tax  provided  by  section  3176 
of  the  Revised  Statutes,  as  amended,  shall,  when  assessed  after  the 
enactment  of  this  Act  in  connection  with  an  estate  tax,  be  assessed, 
collected,  and  paid  in  the  same  manner  as  if  it  were  a  deficiency,  except 
that  the  provisions  of  subdivision    (h)   of  this  section   shall  not  be 

applicable. 

Sec.  309.  (a)  (1)  Where  the  amount  determined  by  the  executor 
as  the  tax  imposed  by  this  title,  or  any  part  of  such  amount,  is  not 
paid  on  the  due  date  of  the  tax,  there  shall  be  collected  as  a  part 
of  the  tax,  interest  upon  such  unpaid  amount  at  the  rate  of  1  per 
centum  a  month  from  the  due  date  until  it  is  paid. 

(2)  Where  an  extension  of  time  for  payment  of  the  amount  so 
determined  as  the  tax  by  the  executor  has  been  granted,  and  the 
amount  the  time  for  payment  of  which  has  been  extended,  and  the 
interest  thereon  determined  under  subdivision  (c)  of  section  305, 
is  not  paid  in  full  prior  to  the  expiration  of  the  period  of  the  exten- 
sion, then,  in  lieu  of  the  interest  provided  for  in  paragraph  (1)  of 
this  subdivision,  interest  at  the  rate  of  1  per  centum  a  month  shall 
be  collected  on  such  unpaid  amount  from  the  date  of  the  expiration 
of  the  period  of  the  extension  until  it  is  paid. 

Note. — See  note  under  section  308 (i). 

(b)  Where  a  deficiency,  or  any  interest  assessed  in  connection 
therewith  under  subdivision  (h)  of  section  308,  or  any  addition  to  the 
tax  provided  for  in  section  3176  of  the  Revised  Statutes,  as  amended, 
is  not  paid  in  full  within  30  days  from  the  date  of  notice  and  demand 
from  the  collector,  there  shall  be  collected  as  part  of  the  tax,  interest 


<\ 


6i 


)■ 


128 


129 


U 


^ 


upon  the  unpaid  amount  at  the  rate  of  1  per  centum  a  month  from  the 
date  of  such  notice  and  demand  until  it  is  paid. 

Note. — See  note  under  section  308(1). 

(c)  If  a  bond  is  filed,  as  provided  in  section  312,  the  provisions  of 
subdivision  (b)  of  this  section  shall  not  apply  to  the  amount  covered 
by  the  bond. 

Sec.  312.  ♦  ♦  *  (f )  When  a  jeopardy  assepsment  has  been  made 
the  executor,  within  30  days  after  notice  and  demand  from  the  collector 
for  the  payment  of  the  amount  of  the  assessment,  may  obtain  a  stay 
of  collection  of  the  whole  or  any  part  of  the  amount  of  the  assessment 
by  filing  with  the  collector  a  bond  in  such  amount,  not  exceeding 
double  the  amount  as  to  which  the  stay  is  desired,  and  with  such 
sureties,  as  the  collector  deems  necessary,  conditioned  ui)on  the  pay- 
ment of  so  much  of  the  amount,  the  collection  of  which  is  stayed  by 
the  bond,  as  is  not  abated  by  a  decision  of  the  Board  which  has  become 
final,  together  with  interest  thereon  as  provided  in  subdivision  (j)  of 
this  section. 

(g)  If  the  bond  is  given  before  the  executor  has  filed  his  petition 
with  the  Board  under  subdivision  (a)  of  section  308,  the  bond  shall 
contain  a  further  condition  that  if  a  petition  is  not  filed  within  the 
period  provided  in  such  subdivision,  then  the  amount  the  collection 
of  which  is  stayed  by  the  bond  will  be  paid  on  notice  and  demand 
at  any  time  after  the  expiration  of  such  period,  together  with  interest 
thereon  at  the  rate  of  6  per  centum  per  annum  from  the  date  of  the 
jeopardy  notice  and  demand  to  the  date  of  notice  and  demand  under 
this  subdivision.    *    ♦    * 

(i)  When  the  petition  has  been  filed  with  the  Board  and  when  the 
amount  which  should  have  been  assessed  has  been  determined  by  a 
decision  of  the  Board  which  has  become  final,  then  any  unpaid  por- 
tion, the  collection  of  which  has  been  stayed  by  the  bond,  shall  be 
collected  as  part  of  the  tax  upon  notice  and  demand  from  the  col- 
lector, and  any  remaining  portion  of  the  assessment  shall  be  abated. 
If  the  amount  already  collected  exceeds  the  amount  determined  as 
the  amount  which  should  have  been  assessed,  such  excess  shall  be 
refunded.  If  the  amount  determined  as  the  amount  which  should 
have  been  assessed  is  greater  than  the  amount  actually  assessed, 
then  the  difference  shall  be  assessed  and  shall  be  collected  as  part 
of  the  tax  upon  notice  and  demand  from  the  collector. 

(j)  In  the  case  of  the  amount  collected  under  subdivision  (i) 
there  shall  be  collected  at  the  same  time  as  such  amount,  and  as  a 
part  of  the  tax,  interest  at  the  rate  of  6  per  centum  per  annum  upon 
such  amount  from  the  date  of  the  jeopardy  notice  and  demand  to 
the  date  of  notice  and  demand  under  subdivision  (i)  of  this  section, 
or,  in  the  case  of  the  amount  collected  in  excess  of  the  amount  of 
the  jeopardy  assessment,  interest  as  provided  in  subdivision  (h)  of 
section  308.  If  the  amount  included  in  the  notice  and  demand  from 
the  collector  under  subdivision  (i)  of  this  section  is  not  paid  in  full 
within  30  days  after  such  notice  and  demand,  then  there  shall  be 
collected,  as  part  of  the  tax,  interest  upon  the  unpaid  amount  at 
the  rate  of  1  per  centum  a  month  from  the  date  of  such  notice  and 
demand  until  it  is  paid. 

Note. — See  note  under  section  308  (i). 


Art.  84.  (a)  Interest  on  tax  shown  on  return. — If  any  portion  of  the 
tax  shown  on  the  executor's  return  is  not  paid  on  or  before  the  due 
date,  and  no  extension  of  time  for  payment  thereof  has  been  granted, 
such  unpaid  portion  bears  interest  from  the  due  date  until  payment 
is  received  by  the  collector  at  the  rate  of  6  per  cent  per  annum  (ex- 
cept that  during  any  part  of  such  period  of  time  prior  to  August 
31,  1935,  interest  accrues  at  the  rate  of  1  per  cent  a  month). 

If  an  extension  of  time  has  been  granted  for  paying  any  portion 
of  the  tax  shown  on  the  executor's  return,  in  accordance  with  article 
82(a),  interest  accrues  thereon  at  the  rate  of  6  per  cent  per  annum 
from  the  expiration  of  18  months  after  the  decedent's  death  to  the 
expiration  of  the  period  of  the  extension.  If  the  amount  of  the  tax, 
the  time  for  payment  of  which  has  been  extended,  together  with  any 
interest  accrued  thereon,  is  not  paid  in  full  on  or  before  that  date 
of  the  expiration  of  the  extension,  the  total  unpaid  amount  (tax  and 
any  accrued  interest)  bears  interest  from  the  expiration  of  the  ex- 
tension until  payment  is  received  by  the  collector  at  the  rate  of  6  per 
cent  per  annum  (except  that  during  any  part  of  such  period  of  time 
prior  to  August  31,  1935,  interest  accrues  at  the  rate  of  1  per  cent 
a  month). 

Interest  at  6  per  cent  per  annum  is  computed  on  the  basis  of  365 
days  to  the  year,  or  366  days  in  a  leap  year.  Interest  at  the  rate 
of  1  per  cent  a  month  is  computed  on  the  basis  of  a  calendar  month, 
i.  e.,  a  period  (save  one  beginning  on  the  first  day  of  a  calendar 
month)  terminating  with  the  day  of  the  succeeding  calendar  month 
numerically  corresponding  with  the  day  preceding  the  beginning  of 
the  period.  If  there  is  no  corresponding  day  of  the  succeeding  cal- 
endar month,  the  last  day  of  such  succeeding  month  is  the  last  day 
of  the  period.  If  interest  at  the  rate  of  1  per  cent  a  month  is  to 
be  computed  for  one  or  more  months  and  a  fraction  of  a  month,  it 
should  be  computed  for  the  number  of  whole  months,  and  then  for 
the  fraction  upon  the  basis  of  the  number  of  days  of  the  calendar 
month  in  which  the  first  day  of  the  fraction  falls.  Thus,  for  ex- 
ample, a  period  beginning  with  February  14  and  ending  on  March 
13,  is  one  month,  and  a  period  beginning  with  February  14  and 
ending  on  March  11,  is  twenty-six  twenty-eighths  of  a  month, 
except  that  if  the  year  be  a  leap  year  the  period  is  twenty-seven 
twenty-ninths  of  a  month. 

(b)  Interest  on  tax  attributable  to  a  reversionary  or  remainder  inter- 
est.— If  the  time  for  the  payment  of  the  tax  attributable  to  a  rever- 
sionary or  remainder  interest  is  postponed  in  accordance  with  the 
provisions  of  section  305(e),  as  added  by  section  811(a)  of  the  Rev- 
enue Act  of  1932,  the  amount  the  payment  of  which  is  so  postponed 
will  bear  interest  at  the  rate  of  4  per  cent  per  annum  from  18  months 
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after  the  date  of  the  decedent's  death  until  such  amount  is  paid. 
However,  if  the  amount  of  the  tax,  the  time  for  payment  of  which 
is  so  postponed,  together  with  interest  accrued  thereon,  is  not  paid 
in  full  on  or  before  the  date  of  the  expiration  of  the  period  of  the 
postponement  (six  months  after  the  termination  of  the  precedent 
interest  or  interests  in  the  property),  the  unpaid  amount  bears  in- 
terest at  the  rate  of  6  per  cent  per  annum  from  the  date  of  the  expira- 
tion of  the  period  of  the  postponement  until  payment  is  received 
by  the  collector. 

Art.  86.  Interest  on  deficiency  tax.— The  statute  provides  that  any 
deficiency  shall  bear  interest  at  the  rate  of  6  per  cent  per  annum  from 
the  due  date  for  payment  of  the  tax  (15  months  after  the  date  of 
death  if  the  decedent  died  on  or  after  August  31, 1935,  or  1  year  after 
the  date  of  death  if  the  decedent  died  before  August  31,  1935)  to  the 
date  the  deficiency  is  assessed,  except  in  the  case  of  a  waiver  of  the 
restrictions  against  the  assessment  and  collection  of  the  deficiency, 
and  that  such  interest  shall  be  assessed  at  the  same  time  as  the 
deficiency  of  which  it  becomes  an  integral  part.  The  deficiency  in 
respect  to  which  the  restrictions  against  the  assessment  and  collection 
are  waived  under  section  308(d)  bears  interest  at  the  rate  of  6  per 
cent  per  annum  from  the  due  date  of  the  tax  to  the  thirtieth  day  after 
the  filing  of  such  waiver  or  to  the  date  the  deficiency  is  assessed, 
whichever  is  the  earlier.  The  term  "deficiency"  includes  any  tax  re- 
sulting from  the  correction  of  a  mathematical  error  appearing  upon 
the  face  of  a  return.    (See  second  paragraph  of  article  77.) 

If  any  portion  of  the  deficiency  assessed  is  not  paid  within  30  days 
from  the  date  of  the  notice  and  demand  issued  by  the  collector  (ex- 
cept a  deficiency  or  any  part  thereof  with  respect  to  which  a  jeop- 
ardy assessment  is  made  and  collection  is  stayed  by  the  filing  of  a 
bond),  and  no  extension  of  time  for  payment  thereof  has  been 
granted,  such  unpaid  portion  bears  interest  from  the  date  of  the 
notice  and  demand  until  payment  is  received  by  the  collector  at 
the  rate  of  6  per  cent  per  annum  (except  that  during  any  part  of 
such  period  of  time  prior  to  August  31,  1935,  interest  accrues  at  the 
rate  of  1  per  cent  a  month). 

If  an  extension  of  time  is  granted  for  paying  any  portion  of  the 
deficiency  assessed,  in  accordance  with  article  83,  interest  accrues 
thereon  at  the  rate  of  6  per  cent  per  annum  for  the  period  of  the 
extension,  i.  e.,  from  the  date  prescribed  for  the  payment  (30  days 
after  the  date  of  the  notice  and  demand)  to  the  expiration  of  the 
period  of  the  extension.  If  the  amount  of  the  deficiency,  the  time 
for  payment  of  which  has  been  extended,  together  with  interest  ac- 
crued thereon,  is  not  paid  in  full  on  or  before  the  date  of  the  expira- 
tion of  the  extension,  the  total  unpaid  amount  (tax,  interest  and  any 
addition  thereto)  bears  interest  from  the  expiration  of  the  extension 


until  payment  is  received  by  the  collector  at  the  rate  of  6  per  cent  per 
annum  (except  that  during  any  part  of  such  period  of  time  prior  to 
August  31, 1935,  interest  accrues  at  the  rate  of  1  per  cent  a  month). 

Any  addition  to  the  tax  resulting  from  the  imposition  of  an  ad 
valorem  penalty  under  the  provisions  of  section  3176,  Revised  Stat- 
utes, as  amended,  or  section  406  of  the  Revenue  Act  of  1935, 
is  subject  to  the  same  provisions  of  law  relating  to  the  assess- 
ment, collection,  and  the  accrual  of  interest,  as  the  deficiency  tax, 
except  that  such  addition  to  the  tax  is  not  subject  to  any  interest 
between  the  due  date  for  payment  of  the  tax  (15  months  after  the 
date  of  death  if  the  decedent  died  on  or  after  August  31,  1935,  or 
1  year  after  the  date  of  death  if  the  decedent  died  before  August  31, 
1935)  and  the  date  of  the  assessment  thereof. 

If  a  stay  of  the  collection  of  a  jeopardy  assessment  of  a  deficiency 
tax,  or  any  addition  to  the  tax  resulting  from  the  imposition  of  an 
ad  valorem  penalty,  is  obtained  and  a  petition  for  a  redetermination 
of  the  deficiency  is  filed  with  the  Board  of  Tax  Appeals,  interest 
accrues  on  such  unpaid  portion  of  the  deficiency  or  penalty,  if  any, 
determined  by  a  decision  of  the  Board  which  is  made  final,  at  the  rate 
of  6  per  cent  per  annum  from  the  date  of  the  notice  and  demand  from 
the  collector  following  the  jeopardy  assessment  to  the  date  of  the 
notice  and  demand  by  the  collector  subsequent  to  the  final  action 
taken  on  the  petition  filed  with  the  Board.  If  the  amount  which  the 
Board  determines  should  have  been  assessed  is  not  paid  in  full  within 
30  days  from  the  date  of  such  notice  and  demand  issued  subsequent 
to  the  decision  of  the  Board  which  has  become  final,  interest  accrues 
upon  the  unpaid  amount  from  the  date  of  such  notice  and  demand 
until  it  is  paid  at  the  rate  of  6  per  cent  per  annum  (except  that  dur- 
ing any  part  of  such  period  of  time  prior  to  August  31,  1935,  interest 
accrues  at  the  rate  of  1  per  cent  a  month).  If  the  amount  (exclusive 
of  any  ad  valorem  penalty)  determined  by  the  Board  as  the  amount 
which  should  be  assessed  is  greater  than  the  amount  actually  assessed 
the  difference  bears  interest  at  the  rate  of  6  per  cent  per  annum  from 
the  due  date  of  the  tax  until  assessment  of  such  difference.  If  the 
collection  of  the  jeopardy  assessment  is  stayed,  and  no  petition  is  filed 
with  the  Board  for  a  redetermination  of  the  deficiency,  interest  ac- 
crues upon  the  deficiency  so  assessed  at  the  rate  of  6  per  cent  per 
annum  from  the  date  of  the  jeopardy  notice  and  demand  to  the  date 
of  the  notice  and  demand  made  by  the  collector  after  the  expiration 
of  the  90  days  from  the  mailing  by  the  Commissioner  of  the  notice 
of  the  deficiency.  If  such  amount  is  not  paid  within  30  days  from 
the  date  of  such  further  notice  and  demand,  interest  accrues  upon  the 
unpaid  amount  from  the  date  of  such  further  notice  and  demand 
until  it  is  paid  at  the  rate  of  6  per  cent  per  annum  (except  that  during 
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any  part  of  such  period  of  time  prior  to  August  31,  1935,  interest 
accrues  at  the  rate  of  1  per  cent  a  month). 

For  method  of  computing  interest  at  6  per  cent  per  annum  or  at 
1  per  cent  a  month  see  last  paragraph  of  article  84(a). 

COLLECTION  OF  TAX 

'it!.;'' 

Sbo.  314.  (a)  If  the  tax  herein  imposed  is  not  paid  on  or  before  the 
due  date  thereof  the  collector  shall,  upon  instruction  from  the  Com- 
missioner, proceed  to  collect  the  tax  under  the  provisions  of  general 
law,  or  commence  appropriate  proceedings  in  any  court  of  the  United 
States  having  jurisdiction,  in  the  name  of  the  United  States,  to  sub- 
ject the  property  of  the  decedent  to  be  sold  under  the  judgment  or 
decree  of  the  court.  From  the  proceeds  of  such  sale  the  amount  of 
the  tax,  together  with  the  costs  and  expenses  of  every  description  to 
be  allowed  by  the  court,  shall  be  first  paid,  and  the  balance  shall  be 
deposited  according  to  the  order  of  the  court,  to  be  paid  under  its  direc- 
tion to  the  person  entitled  thereto.  This  subdivision  in  so  far  as  it 
applies  to  the  collection  of  a  deficiency  shall  be  subject  to  the  provi- 
sions of  section  308. 

Aet.  86.  Remedy  not  exclusive. — The  remedy  by  action,  here  pro- 
vided, is  not  exclusive.  For  other  available  remedies  for  the  col- 
lection of  the  tax,  see  article  105. 

REIMBURSEMENT 

Sec.  314.  ♦  *  *  (b)  If  the  tax  or  any  part  thereof  is  paid  by,  or 
collected  out  of  that  part  of  the  estate  passing  to  or  in  the  possession 
of,  any  person  other  than  the  executor  in  his  capacity  as  such,  such 
person  shall  be  entitled  to  reimbursement  out  of  any  part  of  the  estate 
still  undistributed  or  by  a  just  and  equitable  contribution  by  the  persons 
whose  interest  in  the  estate  of  the  decedent  would  have  been  reduced 
if  the  tax  had  been  paid  before  the  distribution  of  the  estate  or  whose 
interest  is  subject  to  equal  or  prior  liability  for  the  payment  of  taxes, 
debts,  or  other  charges  against  the  estate,  it  being  the  purpose  and 
intent  of  this  title  that  so  far  as  is  practicable  and  unless  otherwise 
directed  by  the  will  of  the  decedent  the  tax  shall  be  paid  out  of  the 
estate  before  its  distribution.  If  any  part  of  the  gross  estate  consists 
of  proceeds  of  policies  of  insurance  upon  the  life  of  the  decedent  re- 
ceivable by  a  beneficiary  other  than  the  executor,  the  executor  shall  be 
entitled  to  recover  from  such  beneficiary  such  portion  of  the  total  tax 
paid  as  the  proceeds,  in  excess  of  $40,000,  of  such  policies  bear  to  the 
net  estate.  If  there  is  more  than  one  such  beneficiary  the  executor 
shall  be  entitled  to  recover  from  such  beneficiaries  in  the  same  ratio. 

Art.  87.  Right  to  reimbursement  not  enforceable  by  Commissioner.— 
If  any  portion  of  the  tax  is  paid  by  or  collected  out  of  that  part  of 
the  estate  passing  to,  or  in  the  possession  of,  any  person  other  than 
the  duly  qualified  executor  or  administrator,  such  person  may  be 
entitled  to  reimbursement,  either  out  of  the  undistributed  estate  or  by 
contribution  from  other  beneficiaries  whose  shares  or  interests  in  the 


estate  would  have  been  reduced  had  the  tax  been  paid  before  distri- 
bution of  the  estate,  or  whose  shares  or  interests  are  subject  either  to 
an  equal  or  prior  liability  for  the  payment  of  taxes,  debts,  or  other 
charges  against  the  estate.  The  executor  is  entitled  to  require  benefi- 
ciaries under  insurance  policies  to  bear  their  proportion  of  the  tax. 
These  provisions,  however,  are  not  designed  to  curtail  the  right  of  the 
Commissioner  to  collect  the  tax  from  any  person,  or  out  of  any  prop- 
erty, liable  therefor.  The  Commissioner  can  not  be  required  to  appor- 
tion the  tax  among  the  persons  liable,  nor  to  enforce  any  right  to 
reimbursement  or  contribution. 

LIEN 

Sec.  315  (as  amended  by  section  613(b)  of  the  Revenue  Act  of  1928, 
and  as  further  amended  by  section  803(c)  and  section  809  of  the  Reve- 
nue Act  of  1932). 

(a)  Unless  the  tax  is  sooner  paid  in  full,  it  shall  be  a  lien  for  ten 
years  upon  the  gross  estate  of  the  decedent,  except  that  such  part  of 
the  gross  estate  as  is  used  for  the  payment  of  charges  against  the  estate 
and  exi)enses  of  its  administration,  allowed  by  any  court  having  juris- 
diction thereof,  shall  be  divested  of  such  lien.  If  the  Commissioner  is 
satisfied  that  the  tax  liability  of  an  estate  has  been  fully  discharged 
or  provided  for,  he  may,  under  regulations  prescribed  by  him  with  the 
approval  of  the  Secretary,  issue  his  certificate,  releasing  any  or  all 
property  of  such  estate  from  the  lien  herein  imposed. 

(b)  If  (1)  except  in  the  case  of  a  bona  fide  sale  for  an  adequate  and 
full  consideration  in  money  or  money's  worth,  the  decedent  makes  a 
transfer,  by  trust  or  otherwise,  of  any  property  in  contemplation  of  or 
intended  to  take  effect  in  possession  or  enjoyment  at  or  after  his  death, 
or  makes  a  transfer,  by  trust  or  otherwise,  under  which  he  has  re- 
tained for  his  life  or  for  any  period  not  ascertainable  without  refer- 
ence to  his  death  or  for  any  period  which  does  not  in  fact  end  before 
his  death  (A)  the  possession  or  enjoyment  of,  or  the  right  to  the 
income  from,  the  proi)erty,  or  (B)  the  right,  either  alone  or  in  conjunc- 
tion with  any  person,  to  designate  the  persons  who  shall  possess  or 
enjoy  the  property  or  the  income  therefrom,  or  (2)  if  insurance  passes 
under  a  contract  executed  by  the  decedent  in  favor  of  a  specific  bene- 
ficiary, and  if  in  either  case  the  tax  in  respect  thereto  is  not  paid  when 
due,  then  the  transferee,  trustee,  or  beneficiary  shall  be  personally 
liable  for  such  tax,  and  such  property,  to  the  extent  of  the  decedent's 
interest  therein  at  the  time  of  such  transfer,  or  to  the  extent  of  such 
beneficiary's  interest  under  such  contract  of  insurance,  shall  be  subject 
to  a  like  lien  equal  to  the  amount  of  such  tax.  Any  part  of  such  prop- 
erty sold  by  such  transferee  or  trustee  to  a  bona  fide  purchaser  for  an 
adequate  and  full  consideration  in  money  or  money's  worth  shall  be  di- 
vested of  the  lien  and  a  like  lien  shall  then  attach  to  all  the  property 
of  such  transferee  or  trustee,  except  any  part  sold  to  a  bona  fide  pur- 
chaser for  an  adequate  and  full  consideration  in  money  or  money's 
worth. 

Sec.  313.  *  *  *  (b)  If  the  executor  makes  written  application 
to  the  Commissioner  for  determination  of  the  amount  of  the  tax  and 
discharge  from  personal  liability  therefor,  the  Commissioner  (as  soon 
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as  possible,  and  in  any  event  within  one  year  after  the  making  of  snch 
application,  or,  if  the  application  is  made  before  the  return  is  filed,  then 
within  one  year  after  the  return  is  filed,  but  not  after  the  expiration 
of  the  period  prescribed  for  the  assessment  of  the  tax  in  section  310) 
shall  notify  the  executor  of  the  amount  of  the  tax.     The  executor, 
upon  payment  of  the  amount  of  which  he  is  notified,  shall  be  discharged 
from  personal  Uability  for  any  deficiency  in  tax  thereafter  found  to  be 
due  and  shaU  be  entitled  to  a  receipt  or  writing  showing  such  discharge, 
(c)  The  provisions  of  subdivision  (b)  shall  not  operate  as  a  release 
of  any  part  of  the  gross  estate  from  the  lien  for  any  deficiency  that 
may  thereafter  be  determined  to  be  due,  unless  the  title  to  such  part 
of  the  gross  estate  has  passed  to  a  bona  fide  purchaser  for  value,  in 
which  case  such  part  shall  not  be  subject  to  a  lien  or  to  any  claim  or 
demand  for  any  such  deficiency,  but  the  lien  shall  attach  to  the  consider- 
ation received  from  such  purchaser  by  the  heirs,  legatees,  devisees,  or 
distributees. 

Art.  88.  Property  subject  to  lien.— The  lien  imposed  by  section  315 
attaches  at  the  date  of  the  decedent's  death  to  every  part  of  the  gross 
estate,  whether  or  not  the  property  comes  into  the  possession  of  the 
duly  qualified  executor  or  administrator.  It  attaches  to  the  extent 
of  the  tax  shown  to  be  due  by  the  return  and  of  any  deficiency  tax 
found  to  be  due  upon  review  and  audit. 

The  lien  upon  the  entire  property  constituting  the  gross  estate 
continues   for  a  period  of   10   years   after  the   decedent's   death 
except —  ' 

(1)  If  the  tax  is  paid  in  full  before  the  expiration  of  such  period. 

(2)  Such  portion  of  the  gross  estate  as  is  used  for  the  payment 
of  charges  against  the  estate  and  expenses  of  its  administration 
allowed  by  any  court  having  jurisdiction  thereof. 

(3)  Such  portion  of  the  gross  estate  as  has  passed  to  a  bona  fide 
purchaser  for  value  after  payment  of  the  full  amount  of  tax  deter- 
mmed  by  the  Commissioner  pursuant  to  a  request  of  the  executor 
for  discharge  from  personal  liability,  as  authorized  by  section  313 
(b)  and  (c)  (see  article  67),  but  there  is  substituted  a  like  lien  upon 
the  consideration  received  from  such  purchaser  by  the  heirs,  legatees, 
devisees,  or  distributees. 

(4)  Such  property  as  was  received  from  the  decedent  as  a  transfer 
by  trust  or  otherwise  in  contemplation  of  or  intended  to  take  effect  in 
possession  or  enjoyment  at  or  after  his  death,  or  under  which  he  has 
retained  for  his  life  or  for  any  period  not  ascertainable  without  ref- 
erence to  his  death  or  for  any  period  which  does  not  in  fact  end 
before  his  death  (A)  the  possession  or  enjoyment  of,  or  the  right  to 
the  income  from,  the  property,  or  (B)  the  right,  either  alone  or  in 
conjunction  with  any  person,  to  designate  the  persons  who  shall 
possess  or  enjoy  the  property  or  the  income  therefrom  (except  in  case 
the  transfer  was  a  bona  fide  sale  for  an  adequate  and  full  considera- 
tion in  money  or  money's  worth),  and  was  sold  by  the  transferee  to  a 


bona  fide  purchaser  for  such  a  consideration.  In  such  case  the  lien 
attaches  to  all  the  property  of  the  transferee  except  such  thereof  as 
may  be  sold  to  a  bona  fide  purchaser  for  such  a  consideration. 

(5)  If  a  certificate  releasing  such  lien  is  issued.     (See  article  89.) 

Art.  89.  Release  of  lien. — The  statute  provides  that  if  the  Commis- 
sioner is  satisfied  that  the  tax  liability  of  an  estate  has  been  fully 
discharged  or  provided  for,  he  may  issue  his  certificate  releasing  any 
or  all  property  of  the  estate  from  the  lien.  The  issuance  of  certifi- 
cates releasing  such  lien  is  a  matter  resting  within  the  discretion 
of  the  Commissioner,  and  certificates  will  be  issued  only  in  case  there 
is  actual  need  therefor.  The  primary  purpose  of  such  release  is  not 
to  evidence  payment  or  satisfaction  of  the  tax,  but  to  permit  the 
transfer  of  property  free  from  the  lien  in  case  it  is  necessary  to  clear 
title.    Receipts  for  payment  of  the  tax  are  issued  by  the  collector. 

If  the  tax  liability  has  been  fully  discharged  a  certificate  may 
be  issued  releasing  the  lien  as  to  any  or  all  property  of  the  estate. 
If  the  tax  liability  has  not  been  fully  discharged,  no  general  re- 
lease of  all  property  of  the  estate  will  be  granted  but  certificates 
releasing  the  lien  upon  particular  items  of  property  may  be  issued 
by  the  Commissioner  who  may  require  as  a  prerequisite,  in  such  an 
amount  as  he  may  designate,  a  partial  payment  of  tax  or  the  furnish- 
ing of  an  indemnity  bond  with  such  surety  or  sureties  as  he  deems 
necessary.  In  lieu  of  such  surety  or  sureties,  the  bond  may  be 
secured  by  the  deposit  of  bonds  or  notes  of  the  United  States,  any 
public  debt  obligations  of  the  United  States,  or  any  bonds,  notes, 
or  other  obligations  which  are  unconditionally  guaranteed  as  to 
both  interest  and  principal  by  the  United  States,  equal  in  their  total 
par  value  to  the  amount  of  such  bond.  (See  section  1126  of  the 
Revenue  Act  of  1926,  as  amended  by  section  7  of  the  Act  of  February 
4,  1935,  U.  S.  C,  1934  edition.  Sup.  II,  Title  6,  section  15.)  The  tax 
will  be  considered  fully  discharged  only  when  investigation  has  been 
completed  and  payment  of  the  tax,  including  any  deficiency  finally 
determined,  has  been  made. 

The  application  for  a  release  should  be  filed  with  the  Commis- 
sioner and  should  explain  the  circumstances  that  require  the  release, 
fully  describe  the  particular  items  for  which  the  release  is  desired, 
and  show  the  applicant's  relationship  to  the  estate,  such  as  executor, 
heir,  devisee,  legatee,  beneficiary,  transferee,  or  purchaser.  If  the 
return,  Form  706,  has  not  been  filed,  an  affidavit  may  be  required 
showing  the  value  of  the  property  to  be  released,  the  basis  for  such 
valuation,  the  approximate  value  of  the  gross  estate,  the  approximate 
value  of  the  total  real  property  included  in  the  gross  estate,  and 
in  case  the  property  is  to  be  sold  or  transferred,  the  name  and  ad- 
dress of  the  purchaser  or  transferee  and  the  consideration  to  be 
received. 
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PENALTIES 

Sec.  320.  (a)  Whoever  knowingly  makes  any  false  statement  in  any 
notice  or  return  required  to  be  filed  under  this  title  shall  be  liable  to 
a  penalty  of  not  exceeding  $5,000,  or  imprisonment  not  exceeding  one 
year,  or  both. 

(b)  Whoever  fails  to  comply  with  any  duty  imposed  upon  him  by 
section  304,  or,  having  in  his  possession  or  control  any  record,  file,  or 
paper,  containing  or  supposed  to  contain  any  information  concerning 
the  estate  of  the  decedent,  or,  having  in  his  possession  or  control  any 
property  comprised  in  the  gross  estate  of  the  decedent,  fails  to  exhibit 
the  same  upon  request  to  the  Commissioner  or  any  collector  or  law 
officer  of  the  United  States  or  his  duly  authorized  deputy  or  agent, 
who  desires  to  examine  the  same  in  the  performance  of  his  duties 
under  this  title,  shall  be  liable  to  a  penalty  of  not  exceeding  $500,  to  be 
recovered,  with  costs  of  suit,  in  a  civU  action  in  the  name  of  the 
United  States. 

Sec.  1114.  (a)  Any  person  required  under  this  Act  to  pay  any  tax, 
or  required  by  law  or  regulations  made  under  authority  thereof  to 
make  a  return,  keep  any  records,  or  supply  any  Information,  for  the 
purposes  of  the  computation,  assessment,  or  collection  of  any  tax  im- 
posed by  this  Act  who  willfully  fails  to  pay  such  tax,  make  such  re- 
turn, keep  such  records,  or  supply  such  information,  at  the  time  or 
times  required  by  law  or  regulations,  shall  in  addition  to  other  penal- 
ties provided  by  law,  be  guilty  of  a  misdemeanor  and,  upon  conviction 
thereof,  be  fined  not  more  than  $10,000,  or  imprisoned  for  not  more 
than  one  year,  or  both,  together  with  the  costs  of  prosecution. 

(b)  Any  person  required  under  this  Act  to  collect,  account  for  and 
pay  over  any  tax  imposed  by  this  Act,  who  willfully  fails  to  collect 
or  truthfully  account  for  and  pay  over  such  tax,  and  any  person  who 
willfully  attempts  in  any  manner  to  evade  or  defeat  any  tax  imposed 
by  this  Act  or  the  payment  thereof,  shall,  in  addition  to  other  penal- 
ties provided  by  law,  be  guilty  of  a  felony  and,  upon  conviction  thereof, 
be  fined  not  more  than  $10,000,  or  imprisoned  for  not  more  than  five 
years,  or  both,  together  with  the  costs  of  prosecution. 

(c)  Any  person  who  willfully  aids  or  assists  in,  or  procures,  coun- 
sels, or  advises,  the  preparation  or  presentation  under,  or  in  connection 
with  any  matter  arising  under,  the  internal-revenue  laws,  of  a  false 
or  fraudulent  return,  affidavit,  claim,  or  document,  shall  (whether  or 
not  such  falsity  or  fraud  is  with  the  knowledge  or  consent  of  the  per- 
son authorized  or  required  to  present  such  return,  affidavit,  claim  or 
document)  be  guilty  of  a  felony  and,  upon  conviction  thereof,  be  fined 
not  more  than  $10,000,  or  imprisoned  for  not  more  than  five  years,  or 
both,  together  with  the  costs  of  prosecution. 

♦*♦♦♦•• 

(e)  Any  person  in  possession  of  property,  or  rights  to  property  sub- 
ject to  distraint,  upon  which  a  levy  has  been  made,  shall,  upon  demand 
by  the  collector  or  deputy  collector  making  such  levy,  surrender  such 
property  or  rights  to  such  collector  or  deputy,  unless  such  property 
or  right  is,  at  the  time  of  such  demand,  subject  to  an  attachment  or 
execution  under  any  judicial  process.  Any  person  who  fails  or 
refuses  to  so  surrender  any  of  such  property  or  rights  shall  be  liable 
in  his  own  person  and  estate  to  the  United  States  in  a  sum  equal  to 


the  value  of  the  property  or  rights  not  so  surrendered,  but  not  exceed- 
ing the  amount  of  the  taxes  (including  penalties  and  interest)  for  the 
collection  of  which  such  levy  has  been  made,  together  with  costs  and 
interest  from  the  date  of  such  levy. 

(f)  The  term  "person"  as  used  in  this  section  includes  an  officer 
or  employee  of  a  corporation  or  a  member  or  employee  of  a  partner- 
ship, who  as  such  officer,  employee,  or  member  is  under  a  duty  to  per- 
form the  act  iQ  respect  of  which  the  violation  occurs. 

Sec.  3176.  Revised  Statutes  (as  amended  by  section  1103  of  the  Rev- 
enue Act  of  1926  [U.  S.  C,  1934  edition,  Title  26,  section  1512  (d)  and 
(e)]).  *  *  *  In  case  of  any  failure  to  make  and  file  a  return  or 
list  within  the  time  prescribed  by  law,  or  prescribed  by  the  Ck)m- 
missioner  of  Internal  Revenue  or  the  collector  in  pursuance  of  law, 
the  Commissioner  shall  add  to  the  tax  25  per  centum  of  its  amount, 
except  that  when  a  return  is  filed  after  such  time  and  it  is  shown 
that  the  failure  to  file  it  was  due  to  a  reasonable  cause  and  not  to 
willful  neglect,  no  such  addition  shall  be  made  to  the  tax.  In  case 
a  false  or  fraudulent  return  or  list  is  willfully  made,  the  Commissioner 
shall  add  to  the  tax  50  per  centum  of  its  amount. 

The  amount  so  added  to  any  tax  shall  be  collected  at  the  same 
time  and  in  the  same  manner  and  as  a  part  of  the  tax  unless  the  tax 
has  been  paid  before  the  discovery  of  the  neglect,  falsity,  or  fraud, 
in  which  case  the  amount  so  added  shall  be  collected  in  the  same 
manner  as  the  tax. 

Sec.  406.  Revenue  Act  of  1935. 

In  the  case  of  a  failure  to  make  and  file  an  internal-revenue  tax 
return  required  by  law,  within  the  time  prescribed  by  law  or  pre- 
scribed by  the  Commissioner  in  pursuance  of  law,  if  the  last  date  so 
prescribed  for  filing  the  return  is  after  the  date  of  the  enactment 
of  this  Act,  if  a  25  per  centum  addition  to  the  tax  is  prescribed  by 
existing  law,  then  there  shall  be  added  to  the  tax,  in  lieu  of  such  25 
per  centum :  5  per  centum  if  the  failure  is  for  not  more  than  30  days, 
with  an  additional  5  per  centum  for  each  additional  30  days  or  frac- 
tion thereof  during  which  failure  continues,  not  to  exceed  25  per 
centum  in  the  aggregate. 

Sec.  616.  Revenue  Act  of  1928. 

Any  person  who,  in  connection  with  any  compromise  under  section 
3229  of  the  Revised  Statutes,  as  amended,  or  offer  of  such  compromise, 
or  in  connection  with  any  closing  agreement  under  section  606  of  this 
Act,  or  offer  to  enter  into  any  such  agreement,  willfully  (1)  conceals 
from  any  officer  or  employee  of  the  United  States  any  property  belong- 
ing to  the  estate  of  a  taxpayer  or  other  person  liable  in  respect  of  the 
tax,  or  (2)  receives,  destroys,  mutilates,  or  falsifies  any  book,  docu- 
ment, or  record,  or  makes  under  oath  any  false  statement,  relating  to 
the  estate  or  financial  condition  of  the  taxpayer  or  other  person  liable 
in  respect  of  the  tax,  shall,  upon  conviction  thereof,  be  fined  not  more 
than  $10,000  or  imprisoned  for  not  more  than  one  year,  or  both. 

Sec.  403.  Revenue  Act  of  1932. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401  of 
this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner, 
and  shall  be  subject  to  the  same  provisions  of  law  (including  penal- 
ties), as  the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of 
1926,     *     *     ♦. 
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Art.  90.  Nature  of  penalties.— Two  kinds  of  penalties  are  provided 
for  delinquency  with  respect  to  the  duties  imposed  by  the  statute : 

(1)  A  specific  penalty,  to  be  recovered  by  suit,  unless  previously 
paid  or  adjusted  by  the  acceptance  of  an  offer  in  compromise;  and 

(2)  A  penalty  of  a  certain  percentage  of  the  tax,  to  be  added  to 
and  collected  in  the  same  manner  as  the  tax. 

In  any  case  in  which  more  than  one  penalty  is  provided  the  Gov- 
ernment may  assert  any  one  or  more  thereof. 

Art.  91.  Penalties  for  false  or  fraudulent  notice  or  return.— In  the  case 
any  statement  in  the  notice  or  return  is  knowingly  false,  the  person 
making  it  is  subject  to  a  penalty  not  exceeding  $5,000,  or  imprison- 
ment for  not  exceeding  one  year,  or  both,  and  for  a  false  or  fraudu- 
lent return,  50  per  cent  will  be  added  to  the  amount  of  the  tax.  Any 
person  required  to  file  any  notice  or  make  a  return  who  willfully 
fails  to  do  so  at  the  time  required  shall  be  guilty  of  a  misdemeanor 
and,  upon  conviction  thereof,  be  fined  not  more  than  $10,000,  or 
imprisoned  for  not  more  than  one  year,  or  both,  together  with  the 
costs  of  prosecution. 

Any  person  who  willfully  aids  or  assists  in  the  preparation  or 
presentation  of  a  false  or  fraudulent  notice  or  return,  or  procures, 
counsels,  or  advises  the  preparation  or  presentation  of  such  a  notice 
or  return,  whether  such  falsity  or  fraud  is  with  or  without  the 
knowledge  or  consent  of  the  person  required  to  make  the  notice  or 
return,  will  be  guilty  of  a  felony  and,  upon  conviction  thereof, 
fined  not  more  than  $10,000,  or  imprisoned  for  not  more  than  five 
years,  or  both,  together  with  the  costs  of  prosecution. 

Art.  92.  Penalty  for  failure  to  give  notice  or  make  and  file  return.— For 
failure  to  give  the  notice  or  make  and  file  the  return  within  the  time 
prescribed,  the  person  in  default  is  subject  to  a  penalty  not  exceeding 
$500.  ^ 

For  failure  to  make  and  file  the  return  within  the  time  prescribed 
by  the  Commissioner,  or  within  an  extension  of  time  granted  by  the 
Commissioner  or  the  collector,  5  per  cent  will  be  added  to  the  tax 
if  the  failure  is  for  not  more  than  30  days,  with  an  additional  5  per 
cent  for  each  30  days  or  fraction  thereof  during  which  failure  con- 
tinues, not  to  exceed  25  per  cent  in  the  aggregate,  except  that  if  the 
last  date  allowed  for  filing  the  return  is  on  or  before  August  30, 1935, 
25  per  cent  will  be  added  to  the  tax,  and  except  that  if  the  return  is 
filed  after  the  time  allowed  and  it  is  shown  that  the  failure  to  file 
within  the  time  so  allowed  was  due  to  a  reasonable  cause  and  not 
to  willful  neglect,  no  such  addition  will  be  made  to  the  tax. 

Art.  93.  Penalty  for  failure  to  pay  tax,  exhibit  property,  keep  or  exhibit 
records,  etc.,  and  for  concealment  of  assets.— Any  person  in  possession 
or  control  of  any  record,  file,  or  paper,  containing  or  supposed  to 
contain  information  relating  to  the  estate,  or  having  in  his  posses- 
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sion  or  control  property  comprised  in  the  gross  estate  of  the  decedent, 
who  fails  to  exhibit  the  same  upon  the  request  of  the  Commissioner  or 
any  collector  or  law  officer  of  the  United  States,  or  his  duly  authorized 
deputy  or  agent,  in  the  performance  of  his  duties,  or  having  knowl- 
edge or  information  of  any  fact  or  facts  of  a  material  bearing  upon 
the  liability,  or  the  extent  of  liability,  of  the  estate  to  the  tax,  who 
fails  to  make  disclosure  thereof  upon  request  of  the  Commissioner  or 
any  revenue  agent  or  inspector  designated  by  him  for  that  purpose, 
is  liable  to  a  penalty  not  to  exceed  $500,  to  be  recovered  by  civil 
action.  Such  a  request  must  be  granted  whether  or  not  he  believes 
that  a  compliance  therewith  is  material. 

Any  person  required  to  pay  the  tax,  keep  any  records,  or  supply 
any  information,  for  the  purpose  of  the  computation,  assessment, 
or  collection  of  the  tax,  who  willfully  fails  to  pay  such  tax,  keep  such 
records,  or  supply  such  information,  as  required  by  the  law  or 
regulations,  shall,  in  addition  to  other  penalties,  be  guilty  of  a  mis- 
demeanor and,  upon  conviction  thereof,  be  fined  not  more  than 
$10,000,  or  imprisoned  for  not  more  than  one  year,  or  both,  together 
with  the  costs  of  prosecution. 

Any  person  who  willfully  attempts  in  any  manner  to  evade  or 
defeat  the  tax  or  the  payment  thereof,  shall,  in  addition  to  other 
penalties,  be  guilty  of  a  felony  and,  upon  conviction  thereof,  be  fined 
not  more  than  $10,000,  or  imprisoned  for  not  more  than  five  years, 
or  both,  together  with  the  costs  of  prosecution. 

Any  person  who  in  connection  with  any  compromise  entered  into 
or  offer  made  under  the  provisions  of  section  3229  of  the  Revised 
Statutes  as  amended,  or,  who  in  connection  with  any  closing  agree- 
ment under  section  606  of  the  Revenue  Act  of  1928,  or  the  offer  to 
enter  into  any  such  agreement,  willfully  conceals  from  any  officer  or 
employee  of  the  United  States  any  property  belonging  to  the  estate 
or  any  person  liable  in  respect  of  the  tax,  or  receives,  destroys, 
mutilates,  or  falsifies  any  book,  document,  or  record,  or  makes  under 
oath  any  false  statement,  relating  to  the  estate  or  its  value  or  the 
financial  condition  of  any  person  liable  in  respect  of  the  tax,  shall, 
upon  conviction  thereof,  be  fined  not  more  than  $10,000,  or  imprisoned 
for  not  more  than  one  year,  or  both. 

Art.  94.  Penalty  for  assisting,  procuring,  or  advising  the  preparation 
or  presentation  of  false  or  fraudulent  documents. — Any  person  who 
willfully  aids  or  assists  in,  or  procures,  counsels,  or  advises,  the  prep- 
aration or  presentation  under,  or  in  connection  with  any  matter 
arising  under,  the  internal  revenue  laws,  of  a  false  or  fraudulent 
affidavit,  claim,  or  document,  shall,  whether  or  not  such  falsity  or 
fraud  is  with  the  knowledge  or  consent  of  the  person  authorized  or 
required  to  present  such  affidavit,  claim,  or  document,  be  guilty  of 
a  felony,  and,  upon  conviction  thereof,  be  fined  not  more  than  $10,000, 
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or  imprisoned  for  not  more  than  five  years,  or  both,  together  with 
the  costs  of  prosecution. 

ABATEMENT    AND     STAY     OF     COLLECTION     OF    JEOPARDY 

ASSESSMENT 

Sec.  312.  *  ♦  *  (f )  When  a  jeopardy  assessment  has  been  made 
the  executor,  within  30  days  after  notice  and  demand  from  the  collector 
for  the  payment  of  the  amount  of  the  assessment,  may  obtain  a  stay 
of  collection  of  the  whole  or  any  part  of  the  amount  of  the  assessment 
by  filing  with  the  collector  a  bond  in  such  amount,  not  exceeding 
double  the  amount  as  to  which  the  stay  is  desired,  and  with  such 
sureties,  as  the  collector  deems  necessary,  conditioned  upon  the  pay- 
ment of  so  much  of  the  amount,  the  collection  of  which  is  stayed  by 
the  bond,  as  is  not  abated  by  a  decision  of  the  Board  which  has  become 
final,  together  with  interest  thereon  as  provided  in  subdivision  (j)  of 
this  section. 

(g)  If  the  bond  is  given  before  the  executor  has  filed  his  petition 
with  the  Board  under  subdivision  (a)  of  section  308,  the  bond  shall 
contain  a  further  condition  that  if  a  petition  is  not  filed  within  the 
period  provided  in  such  subdivision,  then  the  amount  the  collection  of 
which  is  stayed  by  the  bond  will  be  paid  on  notice  and  demand  at  any 
time  after  the  expiration  of  such  period,  together  with  interest  thereon 
at  the  rate  of  6  per  centum  per  annum  from  the  date  of  the  jeopardy 
notice  and  demand  to  the  date  of  notice  and  demand  under  this  sub- 
division. 

(h)  Upon  the  filing  of  the  bond  the  collection  of  so  much  of  the 
amount  assessed  as  is  covered  by  the  bond  shall  be  stayed.  The  exec- 
utor shall  have  the  right  to  waive  such  stay  at  any  time  in  respect  of 
the  whole  or  any  part  of  the  amount  covered  by  the  bond,  and  if  as  a 
result  of  such  waiver  any  part  of  the  amount  covered  by  the  bond  is 
paid,  then  the  bond  shall,  at  the  request  of  the  executor,  be  propor- 
tionately reduced.  If  the  Board  determines  that  the  amount  assessed 
is  greater  than  the  amount  which  should  have  been  assessed,  then  when 
the  decision  of  the  Board  is  rendered  the  bond  shall,  at  the  request  of 
the  executor,  be  proportionately  reduced. 

(i)  When  the  petition  has  been  filed  with  the  Board  and  when  the 
amount  which  should  have  been  assessed  has  been  determined  by  a  de- 
cision of  the  Board  which  has  become  final,  then  any  unpaid  portion, 
the  collection  of  which  has  been  stayed  by  the  bond,  shall  be  collected 
as  part  of  the  tax  upon  notice  and  demand  from  the  collector,  and  any 
remaining  portion  of  the  assessment  shall  be  abated.  If  the  amount 
already  collected  exceeds  the  amount  determined  as  the  amount  which 
should  have  been  assessed,  such  excess  shall  be  refunded.  If  the 
amount  determined  as  the  amount  which  should  have  been  assessed 
is  greater  than  the  amount  actually  assessed,  then  the  difference  shall 
be  assessed  and  shall  be  collected  as  part  of  the  tax  upon  notice  and 
demand  from  the  collector.     *     ♦     ♦ 

(k)  No  claim  in  abatement  shall  be  filed  in  respect  of  any  assess- 
ment made  after  the  enactment  of  this  Act  in  respect  of  any  estate 
♦     *     *     tax. 

Art.  95.  Claim  for  abatement.— No  claim  for  abatement  may  be  filed 
in  respect  of  any  assessment  made  after  the  effective  date  of  the 


Revenue  Act  of  1926.  The  amoijnt  of  any  assessment  directed  to 
be  abated  by  the  statute  as  the  result  of  a  decision  of  the  Board  of 
Tax  Appeals  which  has  become  final  and  all  overassessments  deter- 
mined as  a  result  of  audit  or  examination  of  returns  will  be  abated 
by  the  Commissioner  without  action  on  the  part  of  the  executor. 

Art.  96.  Collection  of  jeopardy  assessment  stayed  by  j&ling  bond.— 
If  a  jeopardy  assessment  has  been  made,  the  executor,  within 
30  days  after  notice  and  demand  from  the  collector  for  payment  of 
the  amount  of  the  jeopardy  assessment  may  obtain  a  stay  of  collec- 
tion of  the  whole,  or  any  part,  of  the  amount  of  such  assessment  by 
filing  with  the  collector  a  bond  in  such  amount  not  exceeding  double 
the  amount  as  to  which  the  stay  is  desired,  and  with  such  sureties  as 
the  collector  deems  necessary,  conditioned  upon  the  payment  of  so 
much  of  the  amount,  the  collection  of  which  is  stayed  by  the  bond, 
as  is  not  abated  as  a  result  of  a  decision  of  the  Board  which  has 
become  final,  together  with  the  interest  thereon,  as  provided  in  the 
statute.  (See  article  85.)  In  lieu  of  such  sureties,  the  bond  may  be 
secured  by  the  deposit  of  bonds  or  notes  of  the  United  States,  any 
public  debt  obligations  of  the  United  States,  or  any  bonds,  notes, 
or  other  obligations  which  are  unconditionally  guaranteed  as  to 
both  interest  and  principal  by  the  United  States,  equal  in  their  total 
par  value  to  the  amount  of  such  bond.  (See  section  1126  of  the 
Revenue  Act  of  1926,  as  amended  by  section  7  of  the  Act  of  February 
4,  1935,  U.  S.  C,  1934  edition.  Sup.  II,  Title  6,  section  15.)  The 
petition  with  the  Board  of  Tax  Appeals  for  redetermination  of  the 
deficiency  in  respect  to  which  the  jeopardy  assessment  was  made  must 
be  filed  within  90  days  (not  counting  Sunday  or  a  legal  holiday  in  the 
District  of  Columbia  as  the  ninetieth  day)  after  the  mailing  by  the 
Commissioner  of  the  notice  of  the  final  determination  of  the  defi- 
ciency. (See  article  76.)  If  the  bond  is  given  before  the  petition  is 
filed  with  the  Board,  the  bond  shall  contain  a  further  condition  that  if 
a  petition  is  not  filed  within  the  90  days,  then  the  amount,  the  collec- 
tion of  which  is  stayed  by  the  bond,  shall  be  paid  on  notice  and 
demand  at  any  time  after  the  expiration  of  such  90-day  period, 
together  with  interest  thereon  at  the  rate  of  6  per  cent  per  annum 
from  the  date  of  the  jeopardy  notice  and  demand  made  by  the  col- 
lector to  the  date  of  notice  and  demand  made  after  the  expiration 
of  the  90-day  period. 

Art.  97.  Accrual  of  interest  as  affected  by  the  stay  of  the  collection  of  a 
jeopardy  assessment. — For  rules  relating  to  the  accrual  of  interest 
where  the  collection  of  a  jeopardy  assessment  is  stayed  by  the  filing 
of  a  bond,  see  article  85. 

Art.  98.  Limitation  of  time  to  file  bond  to  stay  collection  of  jeopardy 
assessment. — If  it  is  desired  to  stay  the  collection  of  the  whole,  or  any 
part,  of  the  amount  in  respect  to  which  a  jeopardy  assessment  has 
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been  made,  the  bond  referred  to  in  article  96  must  be  filed  with  the 
collector  within  30  days  after  notice  and  demand  by  the  collector  for 
the  payment  of  the  amount  of  the  jeopardy  assessment. 

REFUNDS 

Sec.  319.  (a)  If  the  Commissioner  has  mailed  to  the  executor  a 
notice  of  deficiency  under  subdivision  (a)  of  section  308  and  if  the 
executor  after  the  enactment  of  this  Act  files  a  petition  with  the 
Board  of  Tax  Appeals  within  the  time  prescribed  in  such  subdivision 
no  refund  in  respect  of  the  tax  shall  be  allowed  or  made  and  no  suit 
for  the  recovery  of  any  part  of  such  tax  shall  be  instituted  in  any 
court,  except — 

(1)  As  provided  in  subdivision  (c)  of  this  section  or  in  subdivi- 
sion (i)  of  section  312  or  in  subdivision  (b),  (e),  or  (g)  of  section 
318  or  m  subdivision  (d)  of  section  1001;  and 

(2)  As  to  any  amount  collected  in  excess  of  an  amount  computed 
in  accordance  with  the  decision  of  the  Board  which  has  become  final  • 
and  .  ' 

(3)  As  to  any  amount  collected  after  the  statutory  period  of  limi- 
tations upon  the  beginning  of  distraint  or  a  proceeding  in  court  for 
collection  has  expired;  but  in  any  such  claim  for  refund  or  in  any 
such  suit  for  refund  the  decision  of  the  Board  which  has  become 
final,  as  to  whether  such  period  had  expired  before  the  notice  of 
deficiency  was  mailed,  shall  be  conclusive. 

(b)  (as  amended  by  section  810(a)  of  the  Revenue  Act  of  1932) 
All  claims  for  the  refunding  of  the  tax  imposed  by  this  title  alleged  to 
have  been  erroneously  or  illegally  assessed  or  collected  must  be  pre- 
sented to  the  Commissioner  within  three  years  next  after  the  payment 
of  such  tax.  The  amount  of  the  refund  shall  not  exceed  the  portion 
of  the  tax  paid  during  the  three  years  immediately  preceding  the  filing 
of  the  claim,  or  if  no  claim  was  filed,  then  during  the  three  years  im- 
mediately preceding  the  allowance  of  the  refund. 

(c)  (as  amended  by  section  810(b)  of  the  Revenue  Act  of  1932 
and  by  section  504(d)  of  the  Revenue  Act  of  1934)  If  the  Board  finds 
that  there  is  no  deficiency  and  further  finds  that  the  executor  has  made 
an  overpayment  of  tax,  the  Board  shall  have  jurisdiction  to  determine 
the  amount  of  such  overpayment,  and  such  amount  shall,  when  the 
decision  of  the  Board  has  become  final,  be  credited  or  refunded  to  the 
executor  as  provided  in  section  3220  of  the  Revised  Statutes  as 
amended.  No  such  refund  shall  be  made  of  any  portion  of  the' tax 
unless  the  Board  determines  as  part  of  its  decision  that  it  was  paid 
within  four  years  (or  in  the  case  of  a  tax  imposed  by  this  title,  within 
three  years)  before  the  filing  of  the  claim  or  the  filing  of  the  petition 
whichever  is  earlier.  * 

Sbo.  325.  Any  tax  that  has  been  paid  under  the  provisions  of 
Title  III  of  the  Revenue  Act  of  1924  prior  to  the  enactment  of  this 
Act  m  excess  of  the  tax  imposed  by  such  title  as  amended  by  this  Act 
shall  be  refunded  without  interest. 

Sec.  606.  Revenue  Act  of  1928. 

(a)  Anthori2ation.-The  Commissioner  (or  any  officer  or  employee 
of  the  Bureau  of  Internal  Revenue,  including  the  field  service,  author- 
ized m  writing  by  the  Commissioner)  is  authorized  to  enter  into  an 
agreement  in  writing  with  any  person  relating  to  the  liability  of  such 


person  (or  of  the  person  or  estate  for  whom  he  acts)  in  resi)ect  of 
any  internal-revenue  tax  for  any  taxable  period  ending  prior  to  the 
date  of  the  agreement. 

(b)  Finality  of  agreements. — If  such  agreement  is  approved  by  the 
Secretary,  or  the  Undersecretary,  within  such  time  as  may  be  stated  in 
such  agreement,  or  later  agreed  to,  such  agreement  shall  be  final  and 
conclusive,  and  except  upon  a  showing  of  fraud  or  malfeasance,  or 
misrepresentation  of  a  material  fact — 

(1)  the  case  shall  not  be  reopened  as  to  the  matters  agreed  upon  or 
the  agreement  modified,  by  any  officer,  employee,  or  agent  of  the  United 
States,  and 

(2)  in  any  suit,  action,  or  proceeding,  such  agreement,  or  any  deter- 
mination, assessment,  collection,  payment,  abatement,  refund,  or  credit 
made  in  accordance  therewith,  shall  not  be  annulled,  modified,  set  aside, 
or  disregarded.    ♦     ♦    * 

Sew.  607.  Revenue  Act  of  1928. 

Any  tax  (or  any  interest,  penalty,  additional  amount,  or  addition 
to  such  tax)  assessed  or  paid  (whether  before  or  after  the  enactment 
of  this  Act)  after  the  expiration  of  the  period  of  limitation  properly 
applicable  thereto  shall  be  considered  an  overpayment  and  shall  be 
credited  or  refunded  to  the  taxpayer  if  claim  therefor  is  filed  within 
the  period  of  limitation  for  filing  such  claim. 

Sex7.  608.  Revenue  Act  of  1928. 

A  refund  of  any  portion  of  an  internal-revenue  tax  (or  any  interest, 
penalty,  additional  amount,  or  addition  to  such  tax)  made  after  the 
enactment  of  this  Act,  shall  be  considered  erroneous — 

(a)  if  made  after  the  expiration  of  the  period  of  limitation  for 
filing  claim  therefor,  unless  within  such  period  claim  was  filed;  or 

(b)  in  the  case  of  a  claim  filed  within  the  proper  time  and  disallowed 
by  the  Commissioner  after  the  enactment  of  this  Act,  if  the  refund 
was  made  after  the  expiration  of  the  period  of  limitation  for  filing 
suit,  unless — 

(1)  within  such  period  suit  was  begun  by  the  taxpayer,  or 

(2)  (as  amended  by  section  503  of  the  Revenue  Act  of  1934) 
within  such  i)eriod,  the  taxpayer  and  the  Commissioner  agreed  in 
writing  to  suspend  the  running  of  the  statute  of  limitations  for  filing 
suit  from  the  date  of  the  agreement  to  the  date  of  final  decision 
in  one  or  more  named  cases  then  pending  before  the  United  States 
Board  of  Tax  Appeals  or  the  courts.  If  such  agreement  has  been 
entered  into,  the  running  of  such  statute  of  limitations  shall  be 
suspended  in  accordance  with  the  terms  of  the  agreement. 

Sec.  610.  Revenue  Act  of  1928. 

(a)  Any  portion  of  an  internal-revenue  tax  (or  any  interest,  penalty, 
additional  amount,  or  addition  to  such  tax)  refund  of  which  is  erro- 
neously made,  within  the  meaning  of  section  608,  after  the  enactment 
of  this  Act,  may  be  recovered  by  suit  brought  in  the  name  of  the 
United  States,  but  only  if  such  suit  is  begun  within  two  years  after 
the  making  of  such  refund. 

(b)  Any  portion  of  an  internal-revenue  tax  (or  any  interest, 
penalty,  additional  amount,  or  addition  to  such  tax)  which  has  been 
erroneously  refunded  (if  such  refund  would  not  be  considered  as 
erroneous  under  section  608)  may  be  recovered  by  suit  brought  in  the 
name  of  the  United  States,  but  only  if  such  suit  is  begun  before  the 
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expiration  of  two  years  after  the  malting  of  such  refund  or  before 
May  1,  1928,  whichever  date  is  later. 

(c)  (as  added  by  section  502(a)  of  the  Revenue  Act  of  1934) 
Despite  the  provisions  of  subsections  (a)  and  (b)  such  suit  may  be 
brought  at  any  time  within  five  years  from  the  making  of  the  refund 
if  it  appears  that  any  part  of  the  refund  was  induced  by  fraud  or  the 
misrepresentation  of  a  material  fact. 

Note.— Section  502(b)  of  the  Revenue  Act  of  1934  reads  as  follows: 
"The  amendment  made  by  subsection  (a)  of  this  section  shall 
not  apply  to  any  suit  which  was  barred  on  the  date  of  the  enact- 
ment of  this  Act" 

(d)  (as  added  by  section  803  of  the  Revenue  Act  of  1936)  Errone- 
ous refunds  recoverable  by  suit  under  this  section  shall  bear  interest  at 
the  rate  of  6  per  centum  per  annum  from  the  date  of  the  payment  of 
the  refund. 

Sec.  611.  Revenue  Act  of  1928. 

If  any  internal-revenue  tax  (or  any  interest,  penalty,  additional 
amount,  or  addition  to  such  tax)  was,  within  the  period  of  limitation 
properly  applicable  thereto,  assessed  prior  to  June  2,  1924,  and  if  a 
claim  in  abatement  was  filed,  with  or  without  bond,  and  if  the  collec- 
tion of  any  part  thereof  was  stayed,  then  the  payment  of  such  part 
(made  before  or  within  one  year  after  the  enactment  of  this  Act) 
shall  not  be  considered  as  an  overpayment  under  the  provisions  of 
section  607,  relating  to  payments  made  after  the  expiration  of  the 
period  of  limitation  on  assessment  and  collection. 

Sec.  403.  Revenue  Act  of  1932. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401 
of  this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner 
and  shall  be  subject  to  the  same  provisions  of  law  (including  pen' 
alties),  as  the  tax  imposed  by  section  301(a)  of  the  Revenue  Act 
of  1926,     *     *     *. 

Sec.  1104.  Revenue  Act  of  1932. 

Where  the  Commissioner  has  (before  or  after  the  enactment  of  this 
Act)  signed  a  schedule  of  overassessments  in  respect  of  any  internal 
revenue  tax  imposed  by  this  Act  or  any  prior  revenue  Act,  the  date  on 
which  he  first  signed  such  schedule  (if  after  May  28,  1928)  shall  be 
considered  as  the  date  of  allowance  of  refund  or  credit  in  respect  of 
such  tax. 

Sec.  177.  Judicial  Code  (as  amended  by  section  808  of  the  Revenue 
Act  of  1936  [U.  S.  C,  1934  edition.  Title  28,  Sup.  II,  section  284(b)]) 
In  any  judgment  of  any  court  rendered   (whether  against  the  United 
States,  a  collector  or  deputy  collector  of  internal  revenue,  a  former 
coUector  or  deputy  collector,  or  the  personal  representative  in  case 
of  death)  for  any  overpayment  in  respect  of  any  internal-revenue  tax 
interest  shaU  be  allowed  at  the  rate  of  6  per  centum  per  annum  upon 
the  amount  of  the  overpayment,  from  the  date  of  the  payment  or  collec- 
tion thereof  to  a  date  preceding  the  date  of  the  refund  check  by  not 
more  than  thirty  days,  such  date  to  be  determined  by  the  Commis- 
sioner of  Internal  Revenue.    The  Commissioner  is  hereby  authorized 
to  tender  by  check  payment  of  any  such  judgment,  with  interest  as 
herein   provided,   at   any   time   after   such   judgment   becomes   final 
whether  or  not  a  claim  for  such  payment  has  been  duly  filed,  and  such 


tender  shall  stop  the  running  of  interest,  whether  or  not  such  refund 
check  is  accepted  by  the  judgment  creditor. 

Sec.  3220.  Revised  Statutes  (as  amended  by  section  3,  Act  of  May  29, 
1928,  Public,  No.  611,  Seventieth  Congress  [U.  S.  C,  1934  edition,  Title 
26,  section  1670  (a)(1)  and  (b),  and  section  1676]).  The  Commis- 
sioner of  Internal  Revenue,  subject  to  regulations  prescribed  by  the 
Secretary  of  the  Treasury,  is  authorized  to  remit,  refund,  and  pay  back 
all  taxes  erroneously  or  illegally  assessed  or  collected,  all  penalties 
collected  without  authority,  and  all  taxes  that  appear  to  be  unjustly 
assessed  or  excessive  in  amount,  or  in  any  manner  wrongfully  collected ; 
also  to  repay  to  any  collector  or  deputy  collector  the  full  amount  of 
such  sums  of  money  as  may  be  recovered  against  him  in  any  court, 
for  any  internal-revenue  taxes  collected  by  him,  with  the  cost  and  ex- 
pense of  suit ;  also  all  damages  and  cost  recovered  against  any  assessor, 
assistant  assessor,  collector,  deputy  collector,  agent,  or  inspector,  in 
any  suit  brought  against  him  by  reason  of  anything  done  in  the  due 
performance  of  his  official  duty,  and  shall  make  report  to  Congress, 
by  internal-revenue  districts  and  alphabetically  arranged,  of  all  re- 
unds  in  excess  of  $500,  at  the  beginning  of  each  regular  session  of 
Congress  of  all  transactions  under  this  section. 

Sec.  3226.  Revised  Statutes  (as  amended  by  section  1103(a)  of  the 
Revenue  Act  of  1932  and  by  section  807(a)  of  the  Revenue  Act  of 
1936  [U.  S.  C,  1934  edition.  Title  26,  Sup.  II,  sections  1672-1673]). 
No  suit  or  proceeding  shall  be  maintained  in  any  court  for  the  recovery 
of  any  internal-revenue  tax  alleged  to  have  been  erroneously  or  illegally 
assessed  or  collected,  or  of  any  penalty  claimed  to  have  been  collected 
without  authority,  or  of  any  sum  alleged  to  have  been  excessive  or  in 
any  manner  wrongfully  collected  until  a  claim  for  refund  or  credit 
has  been  duly  filed  with  the  Commissioner  of  Internal  Revenue,  accord- 
ing to  the  provisions  of  law  in  that  regard,  and  the  regulations  of  the 
Secretary  of  the  Treasury  established  in  pursuance  thereof;  but  such 
suit  or  proceeding  may  l>e  maintained,  whether  or  not  such  tax,  penalty, 
or  sum  has  been  paid  under  protest  or  duress.  No  such  suit  or  pro- 
ceeding shall  be  begun  before  the  expiration  of  six  months  from  the 
date  of  filing  such  claim  unless  the  Commissioner  renders  a  decision 
thereon  within  that  time,  nor  after  the  expiration  of  two  years  from 
the  date  of  mailing  by  registered  mail  by  the  Commissioner  to  the 
taxpayer  of  a  notice  of  the  disallowance  of  the  part  of  the  claim 
to  which  such  suit  or  proceeding  relates.  Any  consideration,  reconsid- 
eration, or  action  by  the  Commissioner  with  respect  to  such  claim 
following  the  mailing  of  a  notice  by  registered  mail  of  disallowance 
shaU  not  operate  to  extend  the  period  within  which  suit  may  be  begun. 

Sec.  3228.  Revised  Statutes  (as  amended  by  section  619(c)  of  the 
Revenue  Act  of  1928  [U.  S.  C,  1934  edition,  Title  26,  section  1433]). 

(a)  All  claims  for  the  refunding  or  crediting  of  any  internal-revenue 
tax  alleged  to  have  been  erroneously  or  illegally  assessed  or  collected, 
or  of  any  penalty  alleged  to  have  been  collected  without  authority,  or 
of  any  sum  alleged  to  have  been  excessive  or  in  any  maimer  wrong- 
fully collected  must,  except  as  otherwise  provided  by  law  in  the  case 
of  income,  war-profits,  excess-profits,  estate,  and  gift  taxes,  be  pre- 
sented to  the  Commissioner  of  Internal  Revenue  within  four  years  next 
after  the  payment  of  such  tax,  penalty,  or  sum. 

(b)  Except  as  provided  in  section  284  of  the  Revenue  Act  of  1926, 
claims  for  credit  or  refund   (other  than  claims  in  respect  of  taxes 
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imposed  by  the  Revenue  Act  of  1916,  the  Revenue  Act  of  1917,  or  the 
Revenue  Act  of  1918)  which  at  the  time  of  the  enactment  of  the  Reve- 
nue Act  of  1921  were  barred  from  allowance  by  the  period  of  limitation 
then  in  existence,  shall  not  be  allowed. 


Sec.  319.  (b)  (as  originally  enacted)  All  claims  for  the  refunding 
of  the  tax  imposed  by  this  title  alleged  to  have  been  erroneously  or 
illegally  assessed  or  collected  must  be  presented  to  the  Commissioner 
within  three  years  next  after  the  payment  of  such  tax. 

Sec.  319.  (c)  (as  originally  enacted)  If  the  Board  finds  that  there  is 
no  deficiency  and  further  finds  that  the  executor  has  made  an  over- 
payment of  tax,  the  Board  shall  have  jurisdiction  to  determine  the 
amount  of  such  overpayment,  and  such  amount  shall,  when  the  decision 
of  the  Board  has  become  final,  be  credited  or  refunded  to  the  executor 
as  provided  in  section  3220  of  the  Revised  Statutes,  as  amended.  Such 
refund  shall  be  made  either  (1)  if  claim  therefor  was  filed  within  the 
period  of  limitation  provided  for  by  law,  or  (2)  if  the  petition  was 
filed  with  the  Board  within  four  years  after  the  tax  was  paid,  or,  in 
the  case  of  a  tax  imposed  by  this  title,  within  three  years  after  the 
tax  was  paid. 

Sbo.  810.  Revenue  Act  of  1932. 

(a)  Section  319(b)  of  the  Revenue  Act  of  1926  is  amended  to  read 
as  follows : 

"(b)  All  claims  for  the  refunding  of  the  tax  imposed  by  this  title 
alleged  to  have  been  erroneously  or  illegally  assessed  or  collected  must 
be  presented  to  the  Commissioner  within  three  years  next  after  the 
payment  of  such  tax.  The  amount  of  the  refund  shall  not  exceed  the 
portion  of  the  tax  paid  during  the  three  years  immediately  preceding 
the  filing  of  the  claim,  or  if  no  claim  was  filed,  then  during  the  three 
years  immediately  preceding  the  allowance  of  the  refund." 

(b)  The  last  sentence  of  section  319(c)  of  the  Revenue  Act  of  1926 
is  amended  to  read  as  follows : 

"No  such  refund  shall  be  made  of  any  portion  of  the  tax  paid  more 
than  four  years  (or,  in  the  case  of  a  tax  imposed  by  this  title,  more 
than  three  years)  before  the  filing  of  the  claim  or  the  filing  of  the 
petition,  whichever  is  earlier." 

(c)  Title  III  of  the  Revenue  Act  of  1924  is  amended  by  inserting 
after  section  318  a  new  section  to  read  as  follows : 

"  Sec.  3181^.  The  amount  of  any  refund  of  the  tax  imposed  by 
Part  I  of  this  title  shall  not  exceed  the  portion  of  the  tax  paid  during 
the  four  years  immediately  preceding  the  filing  of  the  claim,  or  if  no 
claim  was  filed,  then  during  the  four  years  immediately  preceding 
the  allowance  of  the  refund." 

(d)  Section  319(b)  of  the  Revenue  Act  of  1926,  as  amended  by 
this  Act,  and  section  318%  of  the  Revenue  Act  of  1924,  as  added  by 
this  Act,  shall  not  bar  from  allowance  a  claim  for  refund  filed  prior 
to  the  enactment  of  this  Act  which  but  for  such  enactment  would 
have  been  allowable. 

Sec.  1103.  Revenue  Act  of  1932. 

(a)  Section  3226  of  the  Revised  Statutes,  as  amended,  is  amended 
to  read  as  follows : 

"  Sec.  3226.  No  suit  or  proceeding  shall  be  maintained  in  any  court 
for  the  recovery  of  any  internal-revenue  tax  alleged  to  have  been 
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erroneously  or  illegally  assessed  or  collected,  or  of  any  penalty  claimed 
to  have  been  collected  without  authority,  or  of  any  sum  alleged  to 
have  been  excessive  or  in  any  manner  wrongfully  collected  until  a 
claim  for  refund  or  credit  has  been  duly  filed  with  the  Commissioner 
of  Internal  Revenue,  according  to  the  provisions  of  law  in  that  regard, 
and  the  regulations  of  the  Secretary  of  the  Treasury  established  in 
pursuance  thereof;  but  such  suit  or  proceeding  nkay  be  maintained, 
whether  or  not  such  tax,  penalty,  or  sum  has  been  paid  under  protest 
or  duress.  No  such  suit  or  proceeding  shall  be  begun  before  the 
expiration  of  six  months  from  the  date  of  filing  such  claim  imless  the 
Commissioner  renders  a  decision  thereon  within  that  time,  nor  after 
the  expiration  of  two  years  from  the  date  of  mailing  by  registered 
mail  by  the  Commissioner  to  the  taxpayer  of  a  notice  of  the  disallow- 
ance of  the  part  of  the  claim  to  which  such  suit  or  proceeding  relates." 

(b)  Suits  or  proceedings  instituted  before  the  date  of  the  enactment 
of  this  Act  shall  not  be  affected  by  the  amendment  made  by  subsection 
(a)  of  this  section  to  section  3226  of  the  Revised  Statutes.  In  the 
case  of  suits  or  proceedings  instituted  on  or  after  the  date  of  the  enact- 
ment of  this  Act  where  the  part  of  the  claim  to  which  such,  suit  or 
proceeding  relates  was  disallowed  before  the  date  of  the  enactment 
of  this  Act,  the  statute  of  limitations  shall  be  the  same  as  provided 
by  such  section  3226  before  its  amendment  by  subsection  (a)  of  this 
section. 

Sbo.  504.  Revenue  Act  of  1934.     *     *     * 

(d)  The  last  sentence  of  section  319(c)  of  the  Revenue  Act  of 
1926,  as  amended,  is  amended  to  read  as  follows:  "No  such  refund 
shall  be  made  of  any  portion  of  the  tax  unless  the  Board  determines 
as  part  of  its  decision  that  it  was  paid  within  four  years  (or  in  the 
case  of  a  tax  imposed  by  this  title,  within  three  years)  before  the 
filing  of  the  claim  or  the  filing  of  the  petition,  whichever  is  earlier." 

(e)  The  amendments  made  by  subsections  (a),  (b),  (c),  and  (d)  of 
this  section  shall  have  no  effect  in  the  case  of  any  proceeding  before 
the  Board  on  a  petition  if  any  hearing  by  the  Board  thereon  has  been 
held  prior  to  30  days  after  the  date  of  the  enactment  of  this  Act. 

Sec.  807.  Revenue  Act  of  1936. 

(a)  Section  3226  of  the  Revised  Statutes,  as  amended,  is  amended  by 
adding  at  the  end  thereof  the  following  new  sentence :  "Any  considera- 
tion, reconsideration,  or  action  by  the  Commissioner  with  respect  to 
such  claim  following  the  mailing  of  a  notice  by  registered  mail  of  dis- 
allowance shall  not  operate  to  extend  the  period  within  which  suit  may 
be  begun." 

(b)  The  amendment  made  by  subsection  (a)  shall  not  operate  (1) 
to  bar  a  suit  or  proceeding  in  respect  of  a  claim  reoi)ened  prior  to  the 
date  of  the  enactment  of  this  Act,  if  such  suit  or  proceeding  was  not 
barred  under  the  law  in  effect  prior  to  the  date  of  the  enactment  of  this 
Act,  or  (2)  to  prevent  the  suspension  of  the  statute  of  limitations  for 
filing  suit  under  section  608(b)(2),  as  amended,  of  the  Revenue  Act 
of  1928. 

Art.  99.  Claim  for  refund. — A  claim  for  refund  of  estate  tax,  or  for 
refund  of  interest  or  penalties,  erroneously  or  illegally  collected, 
should  be  made  on  the  form  prescribed  by  the  Treasury  Department 
(Form  843),  and  should  be  filed  with  the  collector  of  internal  revenue. 
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although  a  claim  will  not  be  considered  defective  solely  by  reason  of 
the  fact  that  it  is  not  made  on  the  form  or  that  it  is  filed  with 
the  Commissioner  of  Internal  Eevenue.  The  claim  must  set  forth  in 
detail  and  under  oath  each  ground  upon  which  a  refund  is  claimed 
and  facts  sufficient  to  apprise  the  Commissioner  of  the  exact  basis 
thereof.  Any  claim  which  does  not  comply  with  the  requirements 
of  the  precedmg  sentence  will  not  be  considered  for  any  purpose  as 
a  claim  for  refund. 

Claims  for  the  refund  of  estate  tax  imposed  by  the  Revenue  Act 
of  1926  and  the  additional  estate  tax  imposed  by  the  Revenue  Act 
of  1932,  or  the  Revenue  Act  of  1932  as  amended  by  the  Revenue  Act 
of  1934,  or  1935,  must  be  filed  within  three  years  next  after  the  pay- 
ment of  the  amount  sought  to  be  refunded.    If,  however,  the  tax  was 
imposed  by  the  estate  tax  title  of  any  of  the  Acts  prior  to  the  Reve- 
nue Act  of  1926  the  period  within  which  the  claim  must  be  filed 
is  four  years  after  payment  of  the  tax.    Any  tax  imposed  by  Title 
III  of  the  Revenue  Act  of  1924  which  was  paid  prior  to  the  enact- 
ment of  the  Revenue  Act  of  1926  in  excess  of  the  amount  of  tax  im- 
posed by  the  Revenue  Act  of  1924  as  amended  by  the  Revenue  Act  of 
1926  is  not  deemed  to  have  been  erroneously  or  illegally  collected  and 
hence  a  claim  for  the  refund  of  such  excess  is  not  subject  to  the  4-year 
limitation  set  out  m  the  next  preceding  sentence.    Furthermore,  the 
4-year  limitation  of  time  within  which  claims  for  refund  must  be 
filed  does  not  apply  in  a  case  in  which  a  refund  is  sought  under  the 
provisions  of  the  last  paragraphs  of  sections  401  and  403  of  the 
Revenue  Act  of  1921. 

The  amount  of  the  refund  shall  not  exceed  the  portion  of  the  tax 
paid  during  the  three  or  four  year  period,  as  the  case  may  be,  im- 
mediately preceding  the  filing  of  the  claim,  or  the  filing  of  the 
petition  with  the  Board  of  Tax  Appeals.  Upon  receipt  of  any 
claim  for  refund,  other  than  a  claim  for  refund  of  an  overpay- 
ment determined  in  accordance  with  a  decision  of  the  Board  of 
Tax  Appeals  which  has  become  final,  the  return  of  the  estate  will 
be  reaudited  and  only  the  excess  payment  determined  by  the  Com- 
missioner as  a  result  of  consideration  of  the  claim  and  reaudit  will 
be  refunded.  If  the  reaudit  reveals  that  the  tax  has  been  underpaid 
the  amount  of  such  underpayment  will  be  collected  unless  the  col- 
lection thereof  is  barred. 

If  a  petition  was  filed  with  the  Board  of  Tax  Appeals  for  the 
redetermination  of  a  deficiency,  as  provided  by  section  308,  and 
the  Board  finds  that  the  executor  has  made  an  overpayment  of  the 
tax,  and  further  determines  as  part  of  its  decision  that  any  por- 
tion of  the  overpayment  was  made  within  three  years  (or  within 
four  years,  in  a  case  of  a  tax  imposed  by  an  Act  prior  to  the  Reve- 
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nue  Act  of  1926)  before  the  filing  of  the  claim  or  the  filing  of  the 
petition,  whichever  is  earlier,  the  amount  of  such  portion  of  the 
overpayment  will  be  refunded.  The  portion  of  the  overpayment 
made  within  such  period  will  be  refunded,  even  though  the  Board 
has  not  determined  as  part  of  its  decision  that  the  overpayment  was 
so  made,  if  a  hearing  upon  the  petition  was  held  by  the  Board 
prior  to  the  expiration  of  30  days  after  the  date  of  the  enactment 
of  the  Revenue  Act  of  1934. 

Save  in  the  case  of  a  claim  for  refund  of  an  overpayment  com- 
puted in  accordance  with  a  decision  of  the  Board  of  Tax  Appeals 
which  has  become  final,  the  burden  of  proof  rests  upon  the  claimant 
and  all  facts  relied  upon  in  support  of  the  claim  must  be  clearly  set 
forth  under  oath.  Every  affidavit,  argument,  brief,  or  statement  of 
facts,  prepared  or  filed  by  an  attorney  or  agent  as  argument  or  evi- 
dence in  the  matter  of  a  protest,  must  have  therein  a  statement  signed 
by  such  attorney  or  agent  showing  whether  or  not  he  prepared  such 
document  and  whether  or  not  the  attorney  or  agent  knows  of  his  own 
knowledge  that  the  facts  contained  therein  are  true.  In  the  case 
there  is  a  hearing,  should  the  executor  not  appear  in  person,  his  rep- 
resentative who  appears  must  present  a  properly  executed  power  of 
attorney  and  be  enrolled  to  practice  before  the  Treasury  Depart- 
ment.    (See  article  74.) 

(1)  If  the  claim  is  made  by  an  executor  or  administrator,  a 
certificate  of  the  court  must  be  furnished  showing  that  the  appoint- 
ment remains  in  full  force  and  effect. 

(2)  If  the  executor  or  administrator  has  been  discharged  and 
no  administrator  de  bonis  non  has  been  appointed  and  qualified, 
there  should  be  submitted,  in  lieu  of  the  certificate  above  mentioned, 

(a)  a  certified  copy  of  the  court  order  granting  the  discharge,  and 

(b)  a  certified  copy  of  the  order  of  distribution,  or,  if  such  order 
does  not  fully  disclose  the  identity  of  the  person  or  persons  entitled 
to  receive  any  amount  that  may  be  refunded  and  tlie  percentage 
or  proportion  thereof  to  which  each,  if  more  than  one,  is  entitled, 
there  should  be  submitted  a  certified  copy  of  the  decedent's  will,  if 
any,  and  such  further  proof  as  may  be  requisite  to  establish  both 
the  identity  of  such  person  or  persons  and  the  percentage  or  propor- 
tion of  the  amount  sought  to  be  refunded  to  which  each,  in  the  case 
there  are  more  than  one,  is  entitled. 

If  upon  audit  of  the  return  filed  by  the  executor  the  Commissioner 
determines  that  an  overassessment  has  been  made  on  account  of  the 
tax,  a  certificate  of  overassessment  will  be  prepared  and  issued,  even 
though  claim  for  refund  of  such  excess  payment  has  not  been  filed, 
except  as  provided  in  article  76.  The  certificate  of  overassessment, 
issued  if  no  claim  for  refund  has  been  filed,  will  be  addressed 
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to  the  executor  and  the  documentary  evidence,  as  set  out  above, 
identifying  the  person  or  persons  entitled  to  receive  the  refund 
Will  be  required. 

A  refund  is  erroneous  if  made  after  the  enactment  of  the  Eevenue 
Act  of  1928,  when  made  after  the  expiration  of  the  period  of  limita- 
tion for  filing  claim  therefor,  unless  within  such  period  claim  was 
filed.    In  the  case  a  claim  was  filed  within  the  proper  time  and 
such  claim  was  disallowed  by  the  Commissioner  after  the  enact- 
ment of  the  Revenue  Act  of  1928,  and  the  period  of  limitation  for 
fihng  suit  by  the  executor  had  expired  prior  to  the  making  of  the 
refund,  a  refund  based  upon  such  claim  is  erroneous  unless  suit  was 
begun  by  the  executor  within  the  period  of  limitation  for  filing  suit, 
or  unless  within  such  period  the  executor  and  the  Commissioner 
agreed  in  writing  to  suspend  the  running  of  the  statute  of  limitations 
for  filing  suit  from  the  date  of  the  agreement  to  the  date  of  final  de- 
cision of  one  or  more  named  cases  then  pending  before  the  Board  of 
Tax  Appeals  or  the  courts.     Erroneous  refunds,  as  above  described, 
may  be  recovered  by  suit  brought  in  the  name  of  the  United  States 
within  two  years  after  the  making  of  such  refunds.    An  erroneous 
refund,  though  not  considered  as  erroneous  under  section  608  of  the 
Revenue  Act  of  1928,  may  be  recovered  in  the  same  manner  if  the 
suit  is  begun  within  two  years  after  the  making  of  such  refund  or 
before  May  1,  1928,  whichever  date  is  later.     Erroneous  refunds, 
whether  erroneous  under  the  provisions  of  section  608  of  the  Reve- 
nue Act  of  1928  or  otherwise,  may  be  recovered  by  suit  brought 
within  five  years  of  the  making  of  the  refund  if  it  appears  that 
any  part  of  the  refund  was  induced    by  fraud  or  misrepresentation 
of  a  material  fact  and  suit  for  recovery  was  not  barred  on  the  date 
of  the  enactment  of  the  Revenue  Act  of  1934. 

A  claim  for  the  payment  of  a  judgment  rendered  against  a  col- 
lector of  internal  revenue  representing  Federal  estate  tax,  penalties, 
or  other  sums  collected  in  connection  therewith  should  be  made  on 
Form  843  and  filed  with  the  Commissioner  of  Internal  Revenue, 
Washington,  D.  C.    The  claimant  should  state  the  names  of  all  par- 
ties to  the  action,  the  date  of  its  commencement,  the  date  of  the 
judgment,  the  court  in  which  it  was  recovered,  its  amount,  and  the 
fact  that  the  action  related  to  Federal  estate  tax  or  interest  or  penal- 
ties in  connection  therewith.     To  the  claim  there  should  be  annexed 
two  certified  copies  of  the  final  judgment,  a  certificate  of  probable 
cause  (see  section  989  of  the  Revised  Statutes  [U.  S.  C,  1934  edition, 
Title  28,  section  842] )  and,  if  refund  is  claimed,  an  itemized  bill  of 
the  costs  paid,  receipted  by  the  clerk  or  other  proper  officer  of  the 
court. 

A  claim  for  the  payment  of  a  judgment  rendered  against  the 
United  States  representing  Federal  estate  tax,  penalties,  or  other 
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sums  collected  in  connection  therewith  should  be  made  on  Form  843 
in  the  manner  prescribed  in  the  preceding  paragraph,  except  that — 

(a)  a  certificate  of  probable  cause  is  not  required, 

(b)  the  claims  shall  be  executed  in  duplicate,  and 

(c)  in  the  case  of  a  judgment  rendered  by  the  Court  of  Claims 
there  may  be  submitted,  in  place  of  a  certified  copy  of  the  final  judg- 
ment, a  certificate  of  the  judgment  issued  by  the  clerk  of  the  court 
and  two  copies  of  the  court's  opinion,  if  any  was  rendered. 

INTEREST  ON  REFUNDS 

Seo.  301.  (c)  (as  amended  by  section  802(a)  of  the  Revenue  Act  of 
1932)  *  ♦  *  Refund  based  on  the  credit  may  (despite  the  pro- 
visions of  section  319)  be  made  if  claim  therefor  is  filed  within  the 
period  above  provided.  Any  such  refund  shall  be  made  without  inter- 
est, except  that  where  the  overpayment  was  made  prior  to  the  enact- 
ment of  the  Revenue  Act  of  1932,  then  interest  shall  be  allowed  and  paid 
on  the  amount  refunded  at  the  rate  of  6  per  centum  per  annum  from 
the  date  of  the  overpayment  to  the  date  of  such  enactment. 
Sec.  614.  Revenue  Act  of  1928. 

(a)  Interest  shall  be  allowed  and  paid  upon  any  overpayment  in 
respect  of  any  internal-revenue  tax,  at  the  rate  of  6  per  centum  per 
annum,  as  follows:     *    *    * 

(2)    (as  amended  by  section  804  of  the  Revenue  Act  of  1936)     In 
the  case  of  a  refund,  from  the  date  of  the  overpayment  to  a  date 
preceding  the  date  of  the  refund  check  by  not  more  than  30  days, 
such  date  to  be  determined  b^  the  Commissioner,  whether  or  not 
such  refund  check  is  accepted  by  the  taxpayer  after  tender  of  such 
check  to  the  taxpayer.    The  acceptance  of  such  check  shall  be 
without  prejudice  to  any  right  of  the  taxpayer  to  claim  any  addi- 
tional overpayment  and  interest  thereon.     *     *     ♦ 
(d)   Subsections  (a),  (b),  and  (c)  shall  take  effect  on  the  expiration 
of  30  days  after  the  enactment  of  this  Act,  and  shall  be  applicable  to 
any  credit  taken  or  refund  paid  after  the  expiration  of  such  period,  even 
though  allowed  prior  thereto. 

Art.  100.  Payment  of  claims  and  interest. — Under  the  law,  warrants 
in  payment  of  claims  allowed  can  only  be  drawn  payable  to  the  per- 
son or  persons  entitled  to  the  proceeds,  and  consequently  can  not  be 
drawn  payable  to  attorneys  or  agents.  If  the  claimants  are  indebted 
to  the  United  States  for  taxes,  such  taxes  must  be  paid  before  the 
warrants  are  delivered.    (U.  S.  C,  1934  edition.  Title  31,  section  227.) 

Upon  the  allowance  of  the  claim  for  refund  of  any  tax  or  penalty 
paid,  unless  the  refund  results  from  the  allowance  of  a  credit 
for  payment  of  estate,  inheritance,  legacy,  or  succession  taxes,  the 
statute  provides  for  the  payment  of  interest  upon  the  total  amount 
of  such  refund  at  the  rate  of  6  per  cent  per  annum  from  the  date 
such  tax  or  penalty  was  paid  to  a  date  preceding  the  date  of  the 
I'efund  check  by  not  more  than  30  days,  such  date  to  be  determined 
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by  the  Commissioner,  whether  or  not  such  check  is  accepted  by  the 
taxpayer.  Acceptance  of  a  refund  warrant  or  check  will  not  preju- 
dice the  right  of  the  claimant  to  have  refunded  to  him  any  addi- 
tional overpayment  and  interest  thereon.  If  a  refimd  is  based  upon 
the  credit  for  payment  of  estate,  inheritance,  legacy,  or  succession 
taxes  allowed  by  subdivision  (b)  of  section  301,  as  amended  by  sec- 
tion 802  of  the  Revenue  Act  of  1932  (see  article  9),  the  refund  will 
be  made  without  interest  unless  the  overpayment  was  made  prior  to 
the  enactment  of  the  Revenue  Act  of  1932,  in  which  case  interest  will 
be  paid  upon  the  amount  of  such  overpayment  at  the  rate  of  6  per 
cent  per  annum  from  the  date  of  payment  to  the  date  of  the  enact- 
ment of  such  Act. 

POWER  TO  COMPROMISE  OR  REMIT  PENALTIES 

Seo.  3229.  Revised  Statutes  [U.  S.  C,  1934  edition,  Title  26,  section 
1661].     The  Commissioner  of  Internal  Revenue,  with  the  advice  and 
consent  of  the  Secretary  of  the  Ti-easury,  may  compromise  any  civil  or 
criminal  case  arising  under  the  internal  revenue  laws  instead  of  com- 
mencing suit  thereon;  and,  with  the  advice  and  consent  of  the  said 
Secretary  and  the  recommendation  of  the  Attorney  General,  he  may 
compromise  any  such  case  after  a  suit  thereon  has  been  commenced. 
Whenever  a  compromise  is  made  in  any  case  there  shall  be  placed  on  file 
in  the  office  of  the  Commissioner  the  opinion  of  the  Solicitor  of  Internal 
Revenue,  or  of  the  officer  acting  as  such,  with  his  reason  therefor, 
with  a  statement  of  the  amount  of  tax  assessed,  the  amount  of  addi- 
tional tax  or  penalty  imposed  by  law  in  consequence  of  the  neglect  or 
delinquency  of  the  person  against  whom  the  tax  is  assessed,  and  the 
amount  actually  paid  in  accordance  with  the  terms  of  the  compromise. 
Art.  101.  Compromise  of  taxes  and  penalties.— Offers  in  compromise 
should  be  filed  with  the  appropriate  collector  of  internal  revenue. 
No  offer  in  compromise  of  tax,  interest,  and  ad  valorem  penalty  col- 
lectible as  part  of  the  tax  will  be  accepted  unless  there  is  a  substan- 
tial doubt  as  to  either  liability  or  collectibility. 

PERSONAL  LIABILITY  OF  EXECUTOR,  TRANSFEREE,  TRUSTEE, 

AND  BENEFICIARY 

Sexx  3467.  Revised  Statutes  (as  amended  by  section  518(a)  of  the 
Revenue  Act  of  1934  [U.  S.  C,  1934  edition,  Title  31,  section  1921). 
Every  executor,  administrator,  or  assignee,  or  other  person,  who  pays, 
in  whole  or  in  part,  any  debt  due  by  the  person  or  estate  for  whom 
or  for  which  he  acts  before  he  satisfies  and  pays  the  debts  due  to  the 
United  States  from  such  person  or  estate,  shall  become  answerable 
in  his  own  person  and  estate  to  the  extent  of  such  payments  for  the 
debts  so  due  to  the  United  States,  or  for  so  much  thereof  as  may  remain 
due  and  unpaid. 

Sec.  315.  (b)  (as  amended  by  section  803(c)  of  the  Revenue  Act  of 
1932)  If  (1)  except  in  the  case  of  a  bona  fide  sale  for  an  adequate 
and  full  consideration  in  money  or  money's  worth,  the  decedent  makes 
a  transfer,  by  trust  or  otherwise,  of  any  property  in  contemplation  of 
or  intended  to  take  effect  in  possession  or  enjoyment  at  or  after  his 


death,  or  makes  a  transfer,  by  trust  or  otherwise,  under  which  he 
has  retained  for  his  life  or  for  any  period  not  ascertainable  without 
reference  to  his  death  or  for  any  period  which  does  not  in  fact  end 
before  his  death  (A)  the  possession  or  enjoyment  of,  or  the  right  to 
the  income  from,  the  property,  or  (B)  the  right,  either  alone  or  in 
conjunction  with  any  person,  to  designate  the  persons  who  shall  pos- 
sess or  enjoy  the  property  or  the  income  therefrom,  or  (2)  if  insurance 
passes  under  a  contract  executed  by  the  decedent  in  favor  of  a  specific 
beneficiary,  and  if  in  either  case  the  tax  in  respect  thereto  is  not  paid 
when  due,  then  the  transferee,  trustee,  or  beneficiary  shall  be  per- 
sonally liable  for  such  tax,  and  such  property,  to  the  extent  of  the 
decedent's  interest  therein  at  the  time  of  such  transfer,  or  to  the 
extent  of  such  beneficiary's  interest  under  such  contract  of  insurance, 
shall  be  subject  to  a  like  lien  equal  to  the  amount  of  such  tax. 

Art.  102.  Personal  liability. — If  the  executor,  before  paying  all  the 
estate  tax,  pays,  in  whole  or  in  part,  any  debt  due  by  the  decedent 
or  the  decedent's  estate,  or  distributes  any  portion  of  the  estate, 
he  is  personally  liable,  to  the  extent  of  such  payment  or  distribution, 
for  so  much  of  the  estate  tax  as  remains  due  and  unpaid. 

The  term  "executor"  includes  every  person  in  actual  or  constructive 
possession  of  any  property  of  the  decedent  if  there  is  no  appointed, 
qualified,  and  acting  personal  representative  within,  the  United 
States.  For  provisions  of  the  statute  and  regulations  prescribing 
conditions  authorizing  release  of  the  executor  from  his  personal 
liability  for  payment  of  the  tax,  see  section  313(b)  and  article  67. 

If  the  tax  in  respect  to  a  transfer  of  property  includible  in  the 
gross  estate  under  the  provisions  of  section  302(c),  or  such  section 
302(c)  as  amended,  or  in  respect  to  insurance  receivable  by  a  benefi- 
ciary other  than  the  estate  and  includible  in  the  gross  estate  under  the 
provisions  of  section  302(g),  is  not  paid  when  due,  then  the  trans- 
feree, trustee,  or  beneficiary  shall  be  personally  liable  for  such  tax. 

EXAMINATION  OF  RECORDS  AND  TAKING  OF  TESTIMONY 

Sec.  1104  (as  amended  by  section  618,  Revenue  Act  of  1928).  The 
Commissioner,  for  the  purpose  of  ascertaining  the  correctness  of  any 
return  or  for  the  purpose  of  making  a  return  where  none  has  been 
made,  is  hereby  authorized,  by  any  oflScer  or  employee  of  the  Bureau 
of  Internal  Revenue,  including  the  field  service,  designated  by  him 
for  that  purpose,  to  examine  any  books,  papers,  records,  or  memoranda 
bearing  upon  the  matters  required  to  be  included  in  the  return,  and 
may  require  the  attendance  of  the  person  rendering  the  return  or  of 
any  oflScer  or  employee  of  such  persons,  or  the  attendance  of  any 
other  person  having  knowledge  in  the  premises,  and  may  take  his 
testimony  with  reference  to  the  matter  required  by  law  to  be  included 
in  such  return,  with  power  to  administer  oaths  to  such  person  or 
persons. 

Sec.  1122.  (a)  If  any  person  is  summoned  under  this  Act  to  appear, 
to  testify,  or  to  produce  books,  papers,  or  other  data,  the  district  court 
of  the  United   States  for  the  district  in  which  such  person  resides 
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shall  have  jurisdiction  by  appropriate  process  to  compel  snch  attend- 
ance, testimony,  or  production  of  books,  papers,  or  other  data. 

(b)  The  district  courts  of  the  United  States  at  the  instance  of  the 
United  States  are  hereby  invested  with  such  jurisdiction  to  make  and 
issue,  both  in  actions  at  law  and  suits  in  equity,  writs  and  orders  of 
injunction,  and  of  ne  exeat  republica,  orders  appointing  receivers,  and 
such  other  orders  and  process,  and  to  render  such  judgments  and 
decrees,  granting  in  proper  cases  both  legal  and  equitable  relief  to- 
gether, as  may  be  necessary  or  appropriate  for  the  enforcement  of 
the  provisions  of  this  Act.  The  remedies  hereby  provided  are  In  addi- 
tion to  and  not  exclusive  of  any  and  all  other  remedies  of  the  United 
States  in  such  courts  or  otherwise  to  enforce  such  provisions. 

Seo.  507.  Revenue  Act  of  1934. 

The  Commissioner,  for  the  purpose  of  determining  the  liability  at 
law  or  in  equity  of  a  transferee  of  the  property  of  any  person  with 
respect  to  any  Federal  taxes  imposed  upon  such  person,  is  hereby 
authorized,  by  any  officer  or  employee  of  the  Bureau  of  Internal  Reve- 
nue, Including  the  field  service,  designated  by  him  for  that  purpose, 
to  examine  any  books,  papers,  records,  or  memoranda  bearing  upon 
such  liability,  and  may  require  the  attendance  of  the  transferor  or 
transferee,  or  of  any  officer  or  employee  of  such  person,  or  the  at- 
tendance of  any  other  person  having  knowledge  in  the  premises,  and 
may  take  his  testimony  with  reference  to  the  matter,  with  power  to 
administer  oaths  to  such  person  or  i)ersons. 

Art.  103.  Securing  evidence — Taking  testimony. — In  order  to  ascer- 
tain the  correctness  of  a  return,  or  to  make  a  return  if  none  has 
been  made,  the  Commissioner  has  power  to  require  the  attendance, 
and  to  take  the  testimony,  of  the  person  rendering  the  return,  or  any 
officer  or  employee  of  such  person,  or  any  other  person  having 
knowledge  in  the  premises.  Such  persons  may  be  required  to  pro- 
duce any  relevant  book,  paper,  or  other  record.  The  Commissioner 
also  is  authorized,  for  the  purpose  of  determining  the  liability  at 
law  or  in  equity  of  a  transferee  of  the  property  of  any  person  with 
respect  to  any  Federal  taxes  imposed  upon  such  person,  to  exam- 
ine any  books,  papers,  records,  or  memoranda  bearing  upon  such 
liability  and  may  require  the  attendance  of  the  transferor  or  trans- 
feree, or  any  officer  or  employee  of  such  person  and  take  his  testi- 
mony with  reference  to  the  matter.  The  Commissioner  has  the 
authority  to  administer  oaths  to  the  persons  required  to  testify. 
The  power  and  authority  herein  described  may  be  exercised  by  any 
officer  or  employee  of  the  Bureau  of  Internal  Bevenue,  including  the 
field  force  designated  by  the  Commissioner  for  that  purpose.  (For 
penalties,  see  article  93.) 

Art.  104.  Power  to  compel  compliance. — If  any  person  is  smnmoncd 
to  appear  and  testify,  or  to  produce  books,  papers,  or  other  data,  the 
District  Court  of  the  United  States  for  the  district  in  which  such 
person  resides  has  power  to  compel  the  giving  of  the  testimony,  the 
production  of  the  books,  papers,  or  data,  and  to  issue  any  appro- 
priate process,  writ,  or  order. 


REMEDIES    FOR    COLLECTION    AND    PROCEEDINGS    FOR 
ENFORCING  LIABILITY  OF  A  TRANSFEREE  OR  FIDUCIARY 

Seo.  305.  (b)  (as  amended  by  section  808(a)  of  the  Revenue  Act 
of  19S2)  Where  the  Commissioner  finds  that  the  payment  on  the  due 
date  of  any  part  of  the  amount  determined  by  the  executor  as  the  tax 
would  impose  undue  hardship  upon  the  estate,  the  Commissioner  may 
extend  the  time  for  payment  of  any  such  part  *  *  *.  In  such  case 
the  amount  in  resipect  of  which  the  extension  is  granted  shall  be  paid 
on  or  before  the  date  of  the  expiration  of  the  period  of  extension,  and 
the  running  of  the  statute  of  limitations  for  assessment  and  collection, 
as  provided  in  sections  310(a)  and  311(b),  shall  be  suspended  for 
the  period  of  any  such  extension.     *     *    * 

Sho.  308.  (i)  (as  amended  by  section  808(b)  of  the  Revenue  Act 
of  1932)  Where  it  is  shown  to  the  satisfaction  of  the  Commissioner 
that  the  payment  of  a  deficiency  upon  the  date  prescribed  for  the 
payment  thereof  will  result  in  undue  hardship  to  the  estate,  the  Com- 
missioner, with  the  approval  of  the  Secretary  (except  where  the 
deficiency  is  due  to  negligence,  to  intentional  disregard  of  rules  and 
regulations,  or  to  fraud  with  intent  to  evade  tax),  may  grant  an 
extension  for  the  payment  of  such  deficiency  *  *  *.  In  such  case 
the  running  of  the  statute  of  limitations  for  assessment  and  collection 
as  provided  in  sections  310(a)  and  311(b),  shall  be  suspended  for  the 
period  of  any  such  extension    *     *     *. 

Seo.  311.  *  *  *  (b)  Where  the  assessment  of  any  tax  imposed 
by  this  title  or  of  any  estate  or  gift  tax  imposed  by  prior  Act  of  Con- 
gress has  been  made  (whether  before  or  after  the  enactment  of  this 
Act)  within  the  statutory  period  of  limitation  properly  applicable 
thereto,  such  tax  may  be  collected  by  distraint  or  by  a  proceeding  in 
court  (begun  before  or  after  the  enactment  of  this  Act),  but  only  if 
begun  (1)  within  six  years  after  the  assessment  of  the  tax,  or  (2) 
prior  to  the  expiration  of  any  period  for  collection  agreed  upon  in 
writing  by  the  Commissioner  and  the  executor.     *     *    * 

Seo.  316.  (a)  The  amounts  of  the  following  liabilities  shall,  except 
as  hereinafter  in  this  section  provided,  be  assessed,  collected,  and 
paid  in  the  same  manner  and  subject  to  the  same  provisions  and 
limitations  as  in  the  case  of  a  deficiency  in  a  tax  imposed  by  this 
title  (including  the  provisions  in  case  of  delinquency  in  payment 
after  notice  and  demand,  the  provisions  authorizing  distraint  and  pro- 
ceedings in  court  for  collection,  and  the  provisions  prohibiting  claims 
and  suits  for  refunds)  : 

(1)  The  liability,  at  law  or  in  equity,  of  a  transferee  of  property 
of  a  decedent  or  donor,  in  respect  of  the  tax  (including  interest, 
additional  amounts,  and  additions  to  the  tax  provided  by  law)  im- 
posed by  this  title  or  by  any  prior  estate  tax  Act  or  by  any  gift  tax 
Act. 

(2)  The  liability  of  a  fiduciary  under  section  3467  of  the  Revised 
Statutes  in  respect  of  the  payment  of  any  such  tax  from  the  estate 
of  the  decedent  or  donor. 

Any  such  liability  may  be  either  as  to  the  amount  of  tax  shown  on 
the  return  or  as  to  any  deficiency  in  tax. 

(b)  The  period  of  limitation  for  assessment  of  any  such  liability 
of  a  transferee  or  fiduciary  shall  be  as  follows : 
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(1)  Within  one  year  after  the  expiration  of  the  period  of  limita- 
tion for  assessment  against  the  executor  or  donor ;  or 

(2)  If  the  period  of  limitation  for  assessment  against  the  executor 
expired  before  the  enactment  of  this  Act  but  assessment  against  the 
executor  was  made  within  such  period, — then  within  six  years  after 
the  making  of  such  assessment  against  the  executor,  but  in  no  case 
later  than  one  year  after  the  enactment  of  this  Act. 

(3)  If  a  court  proceeding  against  the  executor  or  donor  for  the 
collection  of  the  tax  has  been  begun  within  either  of  the  above 
periods, — then  within  one  year  after  return  of  execution  in  such 
proceeding. 

(c)  (as  amended  by  section  403(a)  of  the  Revenue  Act  of  1928)  The 
running  of  the  statute  of  limitations  upon  the  assessment  of  the  liabil- 
ity of  a  transferee  or  fiduciary  shall,  after  the  mailing  of  the  notice 
under  subdivision  (a)  of  section  308  to  the  transferee  or  fiduciary,  be 
suspended  for  the  period  during  which  the  Commissioner  is  prohibited 
from  making  the  assessment  in  respect  of  the  liability  of  the  trans- 
feree or  fiduciary  (and  in  any  event,  if  a  proceeding  in  respect  of  the 
liability  is  placed  on  docket  of  the  Board,  until  the  decision  of  the 
Board  becomes  final),  and  for  60  days  thereafter. 

(d)  This  section  shall  not  apply  to  any  suit  or  other  proceeding  for 
the  enforcement  of  the  liability  of  a  transferee  or  fiduciary  i)ending 
at  the  time  of  the  enactment  of  this  Act. 

(e)  As  used  in  this  section  the  term  "transferee"  includes  heir, 
legatee,  devisee,  and  distributee. 

Sec.  604.  Revenue  Act  of  1928. 

No  suit  shall  be  maintained  in  any  court  for  the  purpose  of  restrain- 
ing the  assessment  or  collection  of  (1)  the  amount  of  the  liability,  at 
law  or  in  equity,  of  a  transferee  of  property  of  a  taxpayer  in  respect 
of  any  income,  war-profits,  excess-profits,  or  estate-tax,  or  (2)  the 
amount  of  the  liability  of  a  fiduciary  under  section  3467  of  the  Revised 
Statutes  in  respect  of  any  such  tax. 

Sec.  403.  Revenue  Act  of  1932. 

Except  as  provided  in  section  402,  the  tax  imposed  by  section  401  of 
this  Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner,  and 
shall  be  subject  to  the  same  provisions  of  law  (including  penalties),  as 
the  tax  imposed  by  section  301(a)  of  the  Revenue  Act  of  1926,     *     *     ♦, 


Sec.  316.  (c)  (as  originally  enacted)  The  running  of  the  period  of 
limitation  upon  the  assessment  of  the  liability  of  a  transferee  or  fidu- 
ciary shall,  after  the  mailing  of  the  notice  under  subdivision  (a)  of 
section  308  to  the  transferee  or  fiduciary,  be  suspended  for  the  period 
during  which  the  Commissioner  is  prohibited  from  making  the  assess- 
ment in  respect  of  the  liability  of  the  transferee  or  fiduciary,  and  for 
60  days  thereafter. 

Note. — The  above  subdivision  was  amended  by  section  403(a)  of  the 
Revenue  Act  of  1928.  Section  403(b)  of  the  Revenue  Act  of  1928  reads 
as  follows: 

"Subsection  (a)  of  this  section  shall  apply  in  all  cases  where  the 
period  of  limitation  has  not  expired  prior  to  the  enactment  of  this 
Act." 
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Art.  105.  Remedies  for  collection  and  administrative  proceedings  for 
enforcing  liability  of  a  transferee  or  fiduciary. — Remedies  for  collec- 
tion. — Three  remedies  are  provided  for  the  collection  of  the  tax:  (1) 
The  collector  may  issue  warrant  of  distraint  authorizing  the  seizure 
and  sale  of  any  or  all  of  the  assets  of  the  estate.  (See  section  3187 
of  the  Revised  Statutes,  as  amended  by  section  1016  of  the  Revenue 
Act  of  1924;  U.  S.  C,  1934  edition,  Title  26,  section  1580.)  (2)  The 
collector  may  commence  in  any  court  of  the  United  States  appro- 
priate proceedings,  in  the  name  of  the  United  States,  to  subject  the 
property  of  the  decedent  to  sale  under  the  judgment  or  decree  of  the 
court.  (3)  The  personal  liability  of  the  executor  and  of  certain 
transferees,  trustees,  and  beneficiaries,  set  forth  in  article  102,  may  be 
enforced  by  any  appropriate  action. 

The  period  of  limitation,  except  in  case  of  fraud  or  in  case  no 
return  was  filed,  for  collection  of  the  tax  by  distraint  or  suit  is  six 
years  after  assessment  if  assessment  of  the  tax  was  made  within  the 
statutory  period  of  limitation  or  prior  to  the  expiration  of  any  period 
for  collection  agreed  upon  in  writing  by  the  Commissioner  and  the 
executor.  If  an  extension  of  time  for  payment  of  the  tax  is  granted 
under  the  provisions  of  section  305(b)  or  section  308  (i),  as  amended, 
the  period  within  which  collection  by  distraint  or  suit  may  be  made  is 
extended  by  the  period  of  the  extension  granted  for  payment  of  the 
tax. 

Administrative  proceedings  for  enforcing  liahUity  of  a  transferee 
or  fiduciary. — The  amount  for  which  a  transferee  of  the  property  of 
a  decedent  is  liable,  at  law  or  in  equity,  and  the  amount  of  the  per- 
sonal liability  of  a  fiduciary  under  section  3467  of  the  Revised  Stat- 
utes, as  amended,  in  respect  of  any  estate  tax,  whether  shown  on  the 
return  of  the  executor  or  determined  as  a  deficiency  in  the  tax,  shall 
be  assessed  against  such  transferee  or  such  fiduciary,  as  the  case  may 
be,  and  collected  and  paid,  in  the  same  manner  and  subject  to  the 
same  provisions  and  limitations  as  in  the  case  of  a  deficiency,  except 
as  hereinafter  provided. 

The  term  "transferee"  as  used  in  section  316  includes  an  heir,  leg- 
atee, devisee,  and  distributee  of  an  estate  of  a  deceased  person. 

The  period  of  limitation  for  assessment  of  the  liability  of  a  trans- 
feree or  of  a  fiduciary  is  as  follows : 

(a)  Within  one  year  after  the  expiration  of  the  period  of  limita- 
tion for  assessment  against  the  executor.  (See  sections  308,  310,  311, 
312,  318,  and  1109,  and  article  77.) 

(6)  If  the  period  of  limitation  for  assessment  against  the  executor 
expired  before  the  enactment  of  the  Revenue  Act  of  1926  but  assess- 
ment against  the  executor  was  made  within  such  period,  then  within 
six  years  after  the  making  of  such  assessment  against  the  executor, 
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but  in  no  case  later  than  one  year  after  the  enactment  of  the  Eevenue 
Act  of  1926. 

(c)  If  a  court  proceeding  against  the  executor  for  the  collection 
of  the  tax  has  been  begun  within  the  period  of  limitation  for  the 
bringing  of  such  proceeding,  then  within  one  year  after  the  return 
of  execution  in  such  proceeding. 

If  a  notice  of  the  liability  of  a  transferee,  or  the  liability  of  a  fidu- 
ciary, has  been  mailed  to  such  transferee  or  to  such  fiduciary  under 
the  provisions  of  section  308(a)  (see  article  76),  then  the  running  of 
the  statute  of  limitations  shall  be  suspended  for  the  period  in  which 
the  Commissioner  is  prohibited  from  making  the  assessment  (and  in 
any  event,  if  a  proceeding  in  respect  of  the  liabilitv  is  placed  on  the 
docket  of  the  Board,  until  the  decision  of  the  Board  becomes  final) 
and  for  60  days  thereafter.  ' 

The  provisions  of  section  316  do  not  apply  in  any  suit  or  proceed- 
ing for  the  enforcement  of  the  liability  of  a  transferee,  or  a  fiduciary, 
which  was  pending  at  the  time  of  the  enactment  of  the  Kevenue  Act 
of  1926. 

If  assessments  have  been  made  against  several  persons  covering  the 
same  tax  liability,  and  payment  of  such  liability  by  one  or  more  such 
persons  has  been  duly  certified  to  the  Commissioner,  the  Commis- 
sioner, for  the  purpose  of  temporarily  relieving  the  collector  from 
liability  under  section  3218  of  the  Ke vised  Statutes  (U.  S.  C,  1934 
edition.  Title  26,  section  1740) ,  may  authorize  him  to  take  credit  tem- 
porarily with  respect  to  the  assessments  not  specifically  paid.  Such 
action,  however,  shall  not  constitute  an  abatement  and  shall  not  dis- 
charge the  liability  of  the  persons  concerned. 

RECORDS,  STATEMENTS,  AND  SPECIAL  RETURNS 

Sec.  1102.  (a)  Every  person  liable  to  any  tax  imposed  by  this  Act, 
or  for  the  collection  thereof,  shall  keep  such  records,  render  under 
oath  such  statements,  make  such  returns,  and  comply  with  such  rules 
and  regulations,  as  the  Commissioner,  with  the  approval  of  the  Secre- 
tary, may  from  time  to  time  prescribe. 

(b)  Whenever  in  the  judgment  of  the  Commissioner  necessary  he 
may  require  any  person,  by  notice  served  upon  him,  to  make  a  return, 
render  under  oath  such  statements,  or  keep  such  records  as  the  Com- 
missioner deems  sufficient  to  show  whether  or  not  such  person  is  liable 
to  tax. 

•**♦•♦♦ 

(d)  Any  oath  or  affirmation  required  by  the  provisions  of  this  Act 
or  regulations  made  under  authority  thereof  may  be  administered  by 
any  officer  authorized  to  administer  oaths  for  general  purposes  by  the 
law  of  the  United  States  or  of  any  State,  Territory,  or  possession  of 
the  United  States,  wherein  such  oath  or  affirmation  is  administered, 
or  by  any  consular  officer  of  the  United  States. 
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Art.  106.  Executor's  duty  to  keep  records. — It  is  the  duty  of  the 
executor  to  keep  such  records  as  the  Commissioner  may  require. 
Executors  are  required  to  keep  such  complete  and  detailed  records 
of  the  affairs  of  the  estate  as  will  enable  the  Commissioner  to  deter- 
mine accurately  the  amount  of  the  tax  liability. 

Art.  107.  Executor's  duty  to  render  statements. — It  is  the  duty  of  the 
executor  not  only  to  make  the  formal  return,  but  also  to  render  any 
other  sworn  statement  which  the  Commissioner  may  require  for  the 
purpose  of  determining  whether  a  tax  liability  exists  and,  if  so, 
the  extent  thereof. 

ESTATES  ADMINISTERED  IN  THE  UNITED  STATES  COURT 

FOR  CHINA 

Sec.  321.  (a)  The  term  "resident"  as  used  in  this  title  includes  a 
citizen  of  the  United  States  with  respect  to  whose  property  any  probate 
or  administration  proceedings  are  had  in  the  United  States  Court  for 
China.  Where  no  part  of  the  gross  estate  of  such  decedent  is  situated 
in  the  United  States  at  the  time  of  his  death,  the  total  amount  of 
tax  due  under  this  title  shall  be  paid  to  or  collected  by  the  clerk 
of  such  court,  but  where  any  part  of  the  gross  estate  of  such  decedent 
is  situated  in  the  United  States  at  the  time  of  his  death,  the  tax  due 
under  this  title  shall  be  paid  to  or  collected  by  the  collector  of  the 
district  in  which  is  situated  the  part  of  the  gross  estate  in  the  United 
States,  or,  if  such  part  is  situated  in  more  than  one  district,  then  the 
collector  of  such  district  as  may  be  designated  by  the  Commissioner. 

(b)  For  the  purpose  of  this  section  the  clerk  of  the  United  States 
Court  for  China  shall  be  a  collector  for  the  territorial  jurisdiction  of 
such  court,  and  taxes  shall  be  collected  by  and  paid  to  him  in  the  same 
manner  and  subject  to  the  same  provisions  of  law,  including  penalties, 
as  the  taxes  collected  by  and  paid  to  a  collector  in  the  United  States. 

NOTICE  OF  PERSONS  ACTING  AS  FIDUCIARY 

Sbo.  317.  (a)  Upon  notice  to  the  Commissioner  that  any  person  is 
acting  as  executor,  such  person  shall  assume  the  powers,  rights,  duties, 
and  privileges  of  an  executor  in  respect  of  a  tax  imposed  by  this  title 
or  by  any  prior  estate  tax  Act,  until  notice  is  given  that  such  person  is 
no  longer  acting  as  executor. 

(b)  Upon  notice  to  the  Commissioner  that  any  person  is  acting  in  a 
fiduciary  capacity  for  a  person  subject  to  the  liability  specified  in  sec- 
tion 316,  the  fiduciary  shall  assume  on  behalf  of  such  person  the  powers, 
rights,  duties,  and  privileges  of  such  person  under  such  section  (except 
that  the  liability  shall  be  collected  from  the  estate  of  such  person), 
until  notice  is  given  that  the  fiduciary  capacity  has  terminated. 

(c)  Notice  under  subdivision  (a)  or  (b)  shall  be  given  in  accord- 
ance with  regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary. 

(d)  In  the  absence  of  any  notice  to  the  Commissioner  under  sub- 
division  (a)   or   (b),  notice  under  this  title  of  a  deficiency  or  other 
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liability,  if  addressed  in  the  name  of  the  decedent  or  other  person  sub- 
ject to  liability  and  mailed  to  his  last  known  address,  shall  be  suf- 
ficient for  the  purposes  of  this  title. 

Art.  108.  Notice  of  persons  acting  as  fiduciary.— The  "  notice  to  the 
Commissioner  "  provided  for  in  section  317  shall  be  in  writing  signed 
by  the  fiduciary  and  filed  with  the  Commissioner,  setting  forth  the 
name  and  address  of  the  person  for  whom  he  is  acting  in  a  fiduciary 
capacity  and  also  the  nature  of  the  liability  of  such  person,  accom- 
panied by  satisfactory  evidence  of  his  authority  to  act  for  such 
person  in  the  fiduciary  capacity.     If  the  fiduciary  capacity  exists  by 
order  of  court,  a  certified  copy  of  the  order  of  the  court  may  be 
regarded  as  such  satisfactory  evidence.     The  written  notice  to  the 
commisisoner  need  not  be  accompanied  by  evidence  of  the  authority 
of  the  fiduciary  to  act  if  there  is  already  on  file  with  the  Commis 
sioner  satisfactory  evidence  of  the  authority  to  act.    Any  such  writ- 
ten notice  which  has  been  filed  with  the  Commissioner  since  the 
enactment  of  the  Revenue  Act  of  1926  shall  be  considered  as  suffi- 
cient notice  to  the  Commissioner  within  the  meaning  of  section  317 
if  and  when  there  is  or  has  been  filed  with  the  Commissioner  the 
satisfactory    evidence    herein    provided    for.     When    the    fiduciary 
capacity  has  terminated,  the  fiduciary,  in  order  to  be  relieved  of  any 
further  duty  or  liability  as  such,  must  file  with  the  Commissioner 
written  notice  that  the  fiduciary  capacity  has  terminated  as  to  him, 
accompanied  by  satisfactory  evidence  of  the  termination  of  the  fidu- 
ciary capacity.    Such  written  notice  should  state  the  name  and  ad- 
dress of  the  person,  if  any,  who  has  been  substituted  as  fiduciary. 

This  article,  made  under  the  provisions  of  section  317,  shall  not  be 
taken  to  abridge  in  any  way  the  powers  and  duties  of  fiduciaries 
provided  for  in  other  sections  of  Title  III  of  the  Act  or  in  any  prior 
estate  tax  Act. 

SCOPE  OF  REPEAL 

Sec.  1200.  (a)  The  following  parts  of  the  Revenue  Act  of  1924  are 
repealed,  to  take  effect  (except  as  otherwise  provided  in  this  Act)  upon 
the  enactment  of  this  Act,  subject  to  the  limitations  provided  in  subdi- 
visions (b) : 

♦**♦♦♦• 

Part  I  of  Title  III  (called  "  Estate  Tax  ")  ; 

Sections  1004,  1005,  1006,  and  ^007,  subdivision  (a)  of  section  1008 
sections  1009,  1010,  1011,  1012.  1014,  ;1018,  1019,  and  1020,  subdivisions 
(a)  and  (b)  of  section  1021,  subdivision  (c)  of  section  1025,  and  sec- 
tions 1026,  1027,  1028.  1029,  ;1080,  and  1031  (being  certain  administra- 
tive provisions). 


(b)  The  parts  of  the  Revenue  Act  of  1924  which  are  repealed  by 
this  Act  shall  (except  as  provided  in  sections  283  and  318  and  except 
as  otherwise  specifically  provided  in  this  Act),  remain  in  force  for  the 
assessment  and  collection  of  all  taxes  imposed  by  such  Act,  and  for 
the  assessment,  imposition,  and  collection  of  all  interest,  penalties, 
or  forfeitures  which  have  accrued  or  may  accrue  in  relation  to  any 
such  taxes  *  *  *.  In  the  case  of  any  tax  imposed  by  any  part  of 
the  Revenue  Act  of  1924  repealed  by  this  Act,  if  there  is  a  tax  imposed 
by  this  Act  in  lieu  thereof,  the  provisions  imposing  such  tax  shall  re- 
main in  force  until  the  corresponding  tax  under  this  Act  takes  effect 
under  the  provisions  of  this  Act. 

Sec.  714.  Revenue  Act  of  1928. 

The  parts  of  the  Revenue  Act  of  1926  which  are  repealed  by  this  Act 
shall  remain  in  force  for  the  assessment  and  collection  of  all  taxes 
imposed  thereby  and  for  the  assessment,  imposition,  and  collection  of 
all  interest,  penalties,  or  forfeitures  which  have  accrued  or  may  accrue 
in  relation  to  any  such  taxes. 

Art.  109.  Scope  of  repeal. — The  Eevenue  Act  of  1926  retains  in  force 
(except  as  provided  in  section  318)  the  provisions  of  Part  I,  Title 
III,  of  the  Revenue  Act  of  1924,  and  the  provisions  of  estate  tax  titles 
of  all  prior  Acts,  for  the  assessment  and  collection  of  all  taxes 
accruing  thereunder  and  for  the  imposition  and  collection  of  all  pen- 
alties which  have  accrued  or  may  accrue  in  relation  to  any  such 
taxes.  The  Revenue  Act  of  1928  to  the  same  extent,  and  for  the 
same  purpose,  retains  in  force  the  parts  of  the  Revenue  Act  of  1926 
repealed  by  the  Revenue  Act  of  1928. 

RULES  AND  REGULATIONS 

Sbo.  1101.  The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  prescribe  and  publish  all  needful  rules  and  regulations  for  the 
enforcement  of  this  Act. 

Sec.  1108.  (a)  (as  amended  by  section  506  of  the  Revenue  Act  of  1934) 
The  Secretary,  or  the  Commissioner  with  the  approval  of  the  Secre- 
tary, may  prescribe  the  extent,  if  any,  to  which  any  ruling,  regula- 
tion, or  Treasury  Decision,  relating  to  the  internal  revenue  laws, 
shall  be  applied  without  retroactive  effect. 

Seo.  403.  Revenue  Act  of  1932.  (Pertaining  to  additional  estate 
tax.)  *  *  *  the  tax  imposed  by  section  401  of  this  Act  shall  be 
assessed,  collected,  and  paid,  in  the  same  manner,  and  shall  be  sub- 
ject to  the  same  provisions  of  law  (including  penalties),  as  the  tax 
imposed  by  section  301(a)  of  the  Revenue  Act  of  1926,     *     *     *. 

Art.  110.  Promulgation  of  regulations. — These  regulations  are  pre- 
scribed pursuant  to  the  authority  contained  in  the  foregoing  statu- 
tory provisions,  and  apply  to  all  pending  estate  tax  cases  unless  a 
particular  question  is  governed  by  a  specific  provision  of  the  earlier 
statutes  differing  from  the  Revenue  Act  of  1926,  as  amended  and 
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supplemented  to  date,  in  which  case  the  provisions  of  the  applicable 
statute  control,  and  Regulations  37  (revised  January,  1921),  Regu- 
lations 63,  Regulations  68,  and  Regulations  70  (1929  Edition),  as 
amended  by  Treasury  Decisions  relating  thereto,  to  that  extent 
remain  in  full  force  and  effect. 

Chas.  T.  Russell, 
Acting  Commissioner  of  Internal  Revenue. 

Approved  October  26,  1937. 

ROSWELL  MagILL, 

Acting  Secretary  of  the  Treasury, 
(Filed  with  the  Division  of  the  Federal  Register  October  28, 1937, 9 :  35  a.  m.) 


APPENDIX 


TITLE  III,  REVENUE  ACT  OF  1926,  AS  AMENDED 

ESTATE  TAX 

(With  references  to  pages  showing  provisions  as  originally  enacted  and  describing  the 

amendments) 

Sec.  300.  When  used  in  this  title— 

(a)  The  term  "executor"  means  the  executor  or  administrator  of  the 
decedent,  or,  if  there  is  no  executor  or  administrator  appointed,  qualified,  and 
acting  within  the  United  States,  then  any  person  in  actual  or  constructive 
possession  of  any  property  of  the  decedent : 

(b)  The  term  "net  estate"  means  the  net  estate  as  determined  under  the 
provisions  of  section  303 ; 

(c)  The  term  "month"  means  calendar  month;  and 

(d)  The  term  "collector"  means  the  collector  of  internal  revenue  of  the 
district  in  which  was  the  domicile  of  the  decedent  at  the  time  of  his  death, 
or,  if  there  was  no  such  domicile  in  the  United  States,  then  the  collector  of 
the  district  in  which  is  situated  the  part  of  the  gross  estate  of  the  decedent 
in  the  United  States,  or,  if  such  part  of  the  gross  estate  is  situated  in  more 
than  one  district,  then  the  collector  of  internal  revenue  of  such  district  as 
may  be  designated  by  the  Commissioner. 

Sec.  301.  (a)  In  lieu  of  the  tax  imposed  by  Title  III  of  the  Revenue  Act 
of  1924,  a  tax  equal  to  the  sum  of  the  following  percentages  of  the  value  of  the 
net  estate  (determined  as  provided  in  section  303)  is  hereby  imposed  upon  the 
transfer  of  the  net  estate  of  every  decedent  dying  after  the  enactment  of 
this  act,  whether  a  resident  or  nonresident  of  the  United  States; 

1  per  centum  of  the  amount  of  the  net  estate  not  in  excess  of  $50,000 ; 

2  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $50,000  and 
does  not  exceed  $100,000; 

3  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $100,000  and 
does  not  exceed  $200,000 ; 

4  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $200,000  and 
does  not  exceed  $400,000 ; 

5  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $400,000  and 
does  not  exceed  $600,000 ; 

6  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $600,000  and 
does  not  exceed  $800,000 ; 

7  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $800,000,  and 
does  not  exceed  $1,000,000; 

8  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $1,000,000 
and  does  not  exceed  $1,500,000 ; 

9  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $1,500,000  and 
does  not  exceed  $2,000,000 ; 
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10  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $2,000,000  and 
does  not  exceed  $2,500,000 ; 

11  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $2,500,000  and 
does  not  exceed  $3,000,000; 

12  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $3,000,000  and 
does  not  exceed  $3,500,000 ; 

13  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $3,500  000 
and  does  not  exceed  $4,000,000 ; 

14  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $4,000,000 
and  does  not  exceed  $5,000,000; 

15  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $5,000000 
and  does  not  exceed  $6,000,000 ; 

16  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $6,000,000  and 
does  not  exceed  $7,000,000; 

17  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $7,000,000 
and  does  not  exceed  $8,000,000 ; 

18  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $8,000,000  and 
does  not  exceed  $9,000,000 ; 

19  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $9,000,000 
and  does  not  exceed  $10,000,000 ; 

20  per  centum  of  the  amount  by  which  the  net  estate  exceeds  $10,000,000. 
(b) Ml)  If  a  tax  has  been  paid  under  Title  III  of  the  Revenue  Act  of  1932 

on  a  gift,  and  thereafter  upon  the  death  of  the  donor  any  amount  in  respect 
of  such  gift  is  required  to  be  included  in  the  value  of  the  gross  estate  of  the 
decedent  for  the  purposes  of  this  title,  then  there  shall  be  credited  against 
the  tax  imposed  by  subdivision  (a)  of  this  section  the  amount  of  the  tax  paid 
under  such  Title  III  with  respect  to  so  much  of  the  property  which  con- 
stituted the  gift  as  is  included  in  the  gross  estate,  except  that  the  amount 
of  such  credit  shall  not  exceed  an  amount  which  bears  the  same  ratio  to  the 
tax  imposed  by  subdivision  (a)  of  this  section  as  the  value  (at  the  time  of 
the  gift  or  at  the  time  of  the  death,  whichever  is  lower)  of  so  much  of  the 
property  which  constituted  the  gift  as  is  included  in  the  gross  estate,  bears 
to  the  value  of  the  entire  gross  estate. 

(2)  For  the  purposes  of  paragraph  (1),  the  amount  of  tax  paid  for  any 
year  under  Title  III  of  the  Revenue  Act  of  1932  with  respect  to  any  property 
shall  be  an  amount  which  bears  the  same  ratio  to  the  total  tax  paid  for  such 
year  as  the  value  of  such  property  bears  to  the  total  amount  of  net  gifts 
(computed  without  deduction  of  the  specific  exemption)  for  such  year 

(c)'  The  tax  imposed  by  subdivision  (a)  of  this  section  shall  be  credited 
with  the  amount  of  any  estate,  inheritance,  legacy,  or  succession  taxes  actually 
paid  to  any  State  or  Territory  or  the  District  of  Columbia,  in  respect  of  any 
property  included  in  the  gross  estate  (not  including  any  such  taxes  paid  with 
respect  to  the  estate  of  a  person  other  than  the  decedent).  The  credit  allowed 
by  this  subdivision  shall  not  exceed  80  per  centum  of  the  tax  imposed  by  sub- 
division (a)  (after  deducting  from  such  tax  the  credits  provided  by  subdivi- 
sion (b)),  and  shall  include  only  such  taxes  as  were  actually  paid  and  credit 
therefor  claimed  within  four  years  after  the  filing  of  the  return  required  by 
section  304,  except  that — 

(1)  If  a  petition  for  redetermination  of  a  deficiency  has  been  filed  with 
the  Board  of  Tax  Appeals  within  the  time  prescribed  in  section  308,  then 
within  such  four-year  period  or  before  the  expiration  of  60  days  after  the 
decision  of  the  Board  becomes  final. 
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(2)  If,  under  subdivision  (b)  of  section  305  or  subdivision  (i)  of  section 

308,  an  extension  of  time  has  been  granted  for  payment  of  the  tax  shown 

on  the  return,  or  of  a  deficiency,  then  within  such  four-year  period  or 

before  the  date  of  the  expiration  of  the  period  of  the  extension. 

Refund  based  on  the  credit  may   (despite  the  provisions  of  section  319)   be 

made  if  claim  therefor  is  filed  within  the  period  above  provided.     Any  such 

refund  shall  be  made  without  interest,  except  that  where  the  overpayment  was 

made  prior  to  the  enactment  of  the  Revenue  Act  of  1932,  then  interest  shall  be 

allowed  and  paid  on  the  amount  refunded  at  the  rate  of  6  per  centum  per 

annum  from  the  date  of  the  overpayment  to  the  date  of  such  enactment. 

Sec.  302.  The  value  of  the  gross  estate  of  the  decedent  shall  be  determined 
by  including  the  value  at  the  time  of  his  death  of  all  property,  real  or  personal, 
tangible  or  intangible,  wherever  situated,  except  real  property  situated  outside 
the  United  States—' 

(a)  To  the  extent  of  the  interest  therein  of  the  decedent  at  the  time  of  his 
death ; 

(b)  To  the  extent  of  any  interest  therein  of  the  surviving  spouse,  existing 
at  the  time  of  the  decedent's  death  as  dower,  curtesy,  or  by  virtue  of  a  statute 
creating  an  estate  in  lieu  of  dower  or  curtesy ; 

(c)*  To  the  extent  of  any  interest  therein  of  which  the  decedent  has  at  any 
time  made  a  transfer,  by  trust  or  otherwise,  in  contemplation  of  or  intended 
to  take  effect  in  possession  or  enjoyment  at  or  after  his  death,  or  of  which  he 
has  at  any  time  made  a  transfer,  by  trust  or  otherwise,  under  which  he  has  re- 
tained for  his  life  or  for  any  period  not  ascertainable  without  reference  to  his 
death  or  for  any  period  which  does  not  in  fact  end  before  his  death  (1)  the 
possession  or  enjoyment  of,  or  the  right  to  the  income  from,  the  property,  or 
(2)  the  right,  either  alone  or  in  conjunction  with  any  person,  to  designate 
the  persons  who  shall  possess  or  enjoy  the  property  or  the  income  therefrom; 
except  in  case  of  a  bona  fide  sale  for  an  adequate  and  full  consideration  in 
money  or  money's  worth.  Any  transfer  of  a  material  part  of  his  property 
in  the  nature  of  a  final  disposition  or  distribution  thereof,  made  by  the  decedent 
within  two  years  prior  to  his  death  without  such  consideration,  shall,  unless 
shown  to  the  contrary,  be  deemed  to  have  been  made  in  contemplation  of 
death  within  the  meaning  of  this  title; 

(d)  (1)"  To  the  extent  of  any  interest  therein  of  which  the  decedent  has  at 
any  time  made  a  transfer  (except  in  case  of  a  bona-fide  sale  for  an  adequate 
and  full  consideration  in  money  or  money's  worth),  by  trust  or  otherwise,  where 
the  enjoyment  thereof  was  subject  at  the  date  of  his  death  to  any  change 
through  the  exercise  of  a  power  (in  whatever  capacity  exercisable)  by  the 
decedent  alone  or  by  the  decedent  in  conjunction  with  any  other  person  (with- 
out regard  to  when  or  from  what  source  the  decedent  acquired  such  iwwer), 
to  alter,  amend,  revoke,  or  terminate,  or  where  any  such  power  is  relinquished 
in  contemplation  of  decedent's  death. 

(2)'*  For  the  purposes  of  this  subdivision  the  power  to  alter,  amend,  or  revoke 
shall  be  considered  to  exist  on  the  date  of  the  decedent's  death  even  though 
the  exercise  of  the  power  is  subject  to  a  precedent  giving  of  notice  or  even 
though  the  alteration,  amendment,  or  revocation  takes  effect  only  on  the  expira- 
tion of  a  stated  period  after  the  exercise  of  the  power,  whether  or  not  on  or 
before  the  date  of  the  decedent's  death  notice  has  been  given  or  the  power  has 
been  exercised.     In  such  cases  proper  adjustment  shall  be  made  representing 

^  See  page  27. 

*See  pages  46  and  48. 

^  See  pages  47-49. 
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the  interests  which  would  have  been  excluded  from  the  power  if  the  decedent 
had  lived,  and  for  such  purpose  if  the  notice  has  not  been  given  or  the  power 
has  not  been  exercised  on  or  before  the  date  of  his  death,  such  notice  shall  be 
considered  to  have  been  given,  or  the  power  exercised,  on  the  date  of  his  death. 
(3)'  The  relinquishment  of  any  such  power,  not  admitted  or  shown  to  have 
been  in  contemplation  of  the  decedent's  death,  made  within  two  years  prior 
to  his  death  without  such  a  ccmsideration  and  affecting  the  interest  or  interests 
(whether  arising  from  one  or  more  transfers  or  the  creation  of  one  or  more 
trusts)  of  any  one  beneficiary  of  a  value  or  aggregate  value,  at  the  time  of  such 
death,  in  excess  of  $5,000,  then,  to  the  extent  of  such  excess,  such  relinquish- 
ment or  relinquishments  shall,  unless  shown  to  the  contrary,  be  deemed  to  have 
been  made  in  contemplation  of  death  within  the  meaning  of  this  title ; 

(e)  To  the  extent  of  the  interest  therein  held  as  joint  tenants  by  the  decedent 
and  any  other  person,  or  as  tenants  by  the  entirety  by  the  decedent  and  spouse, 
or  deposited,  with  any  person  carrying  on  the  banking  business,  in  their  joint 
names  and  payable  to  either  or  the  survivor,  except  such  part  thereof  as  may 
be  shown  to  have  originally  belonged  to  such  other  person  and  never  to  have 
been  received  or  acquired  by  the  latter  from  the  decedent  for  less  than  an 
adequate  and  full  consideration  in  money  or  money's  worth:  Provided^  That 
where  such  property  or  any  part  thereof,  or  part  of  the  consideration  with 
which  such  property  was  acquired,  is  shown  to  have  been  at  any  time  acquired 
by  such  other  person  from  the  decedent  for  less  than  an  adequate  and  full 
consideration  in  money  or  money's  worth,  there  shall  be  excepted  only  such 
part  of  the  value  of  such  property  as  is  proportionate  to  the  consideration 
furnished  by  such  other  person:  Provided  further,  That  where  any  proi^erty 
has  been  acquired  by  gift,  bequest,  devise,  or  inheritance,  as  a  tenancy  by  the 
entirety  by  the  decedent  and  spouse,  then  to  the  extent  of  one-half  of  the  value 
thereof,  or,  where  so  acquired  by  the  decedent  and  any  other  person  as  joint 
tenants  and  their  interests  are  not  otherwise  specified  or  fixed  by  law,  then 
to  the  extent  of  the  value  of  a  fractional  part  to  be  determined  by  dividing 
the  value  of  the  property  by  the  number  of  joint  tenants ; 

(f)"  To  the  extent  of  any  property  passing  under  a  general  power  of  appoint- 
ment exercised  by  the  decedent  (1)  by  will,  or  (2)  by  deed  executed  in  con- 
templation of  or  intended  to  take  effect  in  possession  or  enjoyment  at  or  after 
his  death,  or  (3)  by  deed  under  which  he  has  retained  for  his  life  or  any 
period  not  ascertainable  without  reference  to  his  death  or  for  any  period  which 
does  not  in  fact  end  before  his  death  (A)  the  possession  or  enjoyment  of,  or 
the  right  to  the  income  from,  the  property,  or  (B)  the  right,  either  alone  or 
in  conjunction  with  any  person,  to  designate  the  persons  who  shall  possess 
or  enjoy  the  property  or  the  income  therefrom ;  except  in  case  of  a  bona  fide 
sale  for  an  adequate  and  full  consideration  in  money  or  money's  worth ;  and 

(g)  To  the  extent  of  the  amount  receivable  by  the  executor  as  insurance 
under  policies  taken  out  by  the  decedent  upon  his  own  life ;  and  to  the  extent 
of  the  excess  over  $40,000  of  the  amount  receivable  by  all  other  beneficiaries 
as  insurance  under  policies  taken  out  by  the  decedent  upon  his  own  life. 

(h)  Except  as  otherwise  specifically  provided  therein  subdivisions  (b>,  (c), 
(d),  (e),  (f),  and  (g)  of  this  section  shall  apply  to  the  transfers,  trusts, 
estates,  interests,  rights,  powers,  and  relinquishment  of  powers,  as  severally 
enumerated  and  described  therein,  whether  made,  created,  arising,  existing, 
exercised,  or  relinquished  before  or  after  the  enactment  of  this  Act 

''See  pages  47-^9. 
8  See  page  61. 


(i)  If  any  one  of  the  transfers,  trusts,  interests,  rights,  or  powers,  enumer- 
ated and  described  in  subdivisions  (c),  (d),  and  (f)  of  this  section  is  made, 
created,  exercised,  or  relinquished  for  a  consideration  in  money  or  money's 
worth,  but  is  not  a  bona  fide  sale  for  an  adequate  and  full  consideration  in 
money  or  money's  worth,  there  shall  be  included  in  the  gross  estate  only  the 
excess  of  the  fair  market  value  at  the  time  of  death  of  the  proi)erty  otherwise 
to  be  included  on  account  of  such  transaction,  over  the  value  of  the  considera-. 
tion  received  therefor  by  the  decedent. 

(j)"  If  the  executor  so  elects  upon  his  return  (if  filed  within  the  time  pre- 
scribed by  law  or  prescribed  by  the  Commissioner  in  pursuance  of  law),  the 
value  of  the  gross  estate  shall  be  determined  by  valuing  all  the  property  in- 
cluded therein  on  the  date  of  the  decedent*s  death  as  of  the  date  one  year 
after  the  decedent's  death,  except  that  (1)  property  included  in  the  gross 
estate  on  the  date  of  death  and,  within  one  year  after  the  decedent's  death, 
distributed  by  the  executor  (or,  in  the  case  of  property  included  in  the  gross 
estate  under  subdivision  (c),  (d),  or  (f)  of  this  section,  distributed  by  the 
trustee  under  the  instrument  of  transfer),  or  sold,  exchanged,  or  otherwise 
disposed  of,  shall  be  included  at  its  value  as  of  the  time  of  such  distribution, 
sale,  exchange,  or  other  disposition,  whichever  first  occurs,  instead  of  its  value 
as  of  the  date  one  year  after  the  decedent's  death,  and  (2)  any  interest  or  estate 
which  is  affected  by  mere  lapse  of  time  shall  be  included  at  its  value  as  of  the 
time  of  death  (instead  of  the  later  date)  with  adjustment  for  any  difference  in 
its  value  as  of  the  later  date  not  due  to  mere  lapse  of  time.  No  deduction  under 
this  title  of  any  item  shall  be  allowed  if  allowance  for  such  item  is  in  effect 
given  by  the  valuation  under  this  subdivision.  Wherever  in  any  other  sub- 
division or  section  of  this  title  or  in  Title  II  of  the  Revenue  Act  of  1982,  refer- 
ence is  made  to  the  value  of  property  at  the  time  of  the  decedent's  death,  such 
reference  shall  be  deemed  to  refer  to  the  value  of  such  property  used  in  deter- 
mining the  value  of  the  gross  estate.  In  case  of  an  election  made  by  the 
executor  under  this  subdivision,  then  for  the  purposes  of  the  deduction  under 
section  303(a)  (3)  or  section  303(b)  (3),  any  bequest,  legacy,  devise,  or  transfer 
enumerated  therein  shall  be  valued  as  of  the  date  of  decedent's  death  with 
adjustment  for  any  difference  in  value  (not  due  to  mere  lapse  of  time  or  the 
occurrence  or  nonoccurrence  of  a  contingency)  of  the  property  as  of  the  date 
one  year  after  the  decedent's  death  (substituting  the  date  of  sale  or  exchange  in 
the  case  of  property  sold  or  exchanged  during  such  one-year  period). 

Sec.  303.  For  the  purpose  of  the  tax  the  value  of  the  net  estate  shall  be 
determined — 

(a)  In  the  case  of  a  citizen  or  resident  of  the  United  States,  by  deducting 
from  the  value  of  the  gross  estate — ^ 

(1)**  such  amounts — 

(A)  for  funeral  expenses, 

(B)  for  administration  expenses, 

(C)  for  claims  against  the  estate, 

(D)  for  unpaid  mortgages  upon,  or  any  indebtedness  in  respect  to,  prop- 
erty where  the  value  of  decedent's  interest  therein,  undiminished  by  such 
mortgage  or  indebtedness,  is  included  in  the  value  of  the  gross  estate,  and 

(E)  reasonably  required  and  actually  expended  for  the  support  during 
the  settlement  of  the  estate  of  those  dependent  upon  the  decedent, 


•  See  page  27. 
^^  See  pages  64  and  65. 
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as  are  allowed  by  the  laws  of  the  jurisdiction,  whether  within  or  without  the 
United  States,  under  which  the  estate  is  being  administered,  but  not  including 
any  inconae  taxes  upon  income  received  after  the  death  of  the  decedent,  or 
property  taxes  not  accrued  before  his  death,  or  any  estate,  succession,  legacy,  or 
inheritance  taxes.  The  deduction  herein  allowed  in  the  case  of  claims  against 
the  estate,  unpaid  mortgages,  or  any  indebtedness  shall,  when  founded  upon  a 
promise  or  agreement,  be  limited  to  the  extent  that  they  were  contracted  bona 
fide  and  for  an  adequate  and  full  consideration  in  money  or  money's  worth. 
There  shall  also  be  deducted  losses  incurred  during  the  settlement  of  estates 
arising  from  fires,  storms,  shipwrecks,  or  other  casualties,  or  from  theft,  when 
such  losses  are  not  compensated  for  by  insurance  or  otherwise,  and  if  at  the 
time  of  the  filing  of  the  return  such  losses  have  not  been  claimed  as  a  deduction 
for  income  tax  purposes  in  an  income  tax  return. 

(2)"  An  amount  equal  to  the  value  of  any  property  (A)  forming  a  part  of 
the  gross  estate  situated  in  the  United  States  of  any  person  who  died  within 
five  years  prior  to  the  death  of  the  decedent,  or  (B)  transferred  to  the  decedent 
by  gift  within  five  years  prior  to  his  death,  where  such  property  can  be  identified 
as  having  been  received  by  the  decedent  from  the  donor  by  gift,  or  from  such 
prior  decedent  by  gift,  bequest,  devise,  or  inheritance,  or  which  can  be  identified 
as  having  been  acquired  in  exchange  for  property  so  received.    This  deduction 
shall  be  allowed  only  where  a  gift  tax  imposed  under  the  Revenue  Act  of  1932, 
or  an  estate  tax  imposed  under  this  or  any  prior  Act  of  Congress,  was  finally 
determined  and  paid  by  or  on  behalf  of  such  donor,  or  the  estate  of  such  prior 
decedent,  as  the  case  may  be,  and  only  in  the  amount  finally  determined  as  the 
value  of  such  property  in  determining  the  value  of  the  gift,  or  the  gross  estate 
of  such  prior  decedent,  and  only  to  the  extent  that  the  value  of  such  property  is 
included  in  the  decedent's  gross  estate,  and  only  if  in  determining  the  value  of 
the  net  estate  of  the  prior  decedent  no  deduction  was  allowable  under  this 
paragraph  in  respect  of  the  property  or  property  given  in  exchange  therefor. 
Where  a  deduction  was  allowed  of  any  mortgage  or  other  lien  in  determining 
the  gift  tax,  or  the  estate  tax  of  the  prior  decedent,  which  was  paid  in  whole  or 
in  part  prior  to  the  decedent's  death,  then  the  deduction  allowable  under  this 
paragraph  shall  be  reduced  by  the  amount  so  paid.    The  deduction  allowable 
under  this  paragraph  shall  be  reduced  by  an  amount  which  bears  the  same  ratio 
to  the  amounts  allowed  as  deductions  under  paragraphs  (1),  (3),  and   (4)  of 
this  subdivision  as  the  amount  otherwise  deductible  under  this  paragraph  bears 
to  the  value  of  the  decedent's  gross  estate.    Where  the  property  referred  to  in 
this  paragraph  consists  of  two  or  more  items  the  aggregate  value  of  such  items 
shall  be  used  for  the  purpose  of  computing  the  deduction. 

(3)"  The  amount  of  all  bequests,  legacies,  devises,  or  transfers,  to  or  for 
the  use  of  the  United  States,  any  State,  Territory,  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  for  exclusively  public  purposes,  or  to  or 
for  the  use  of  any  corporation  organized  and  operated  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes,  including  the  en- 
courgement  of  art  and  the  prevention  of  cruelty  to  children  or  animals,  no 
part  of  the  net  earnings  of  which  inures  to  the  benefit  of  any  private  stock- 
holder or  individual,  and  no  substantial  part  of  the  activities  of  which  is 
carrying  on  propaganda,  or  otherwise  attempting,  to  influence  legislation,  or 
to  a  trustee  or  trustees,  or  a  fraternal  society,  order,  or  association  operating 
under  the  lodge  system,  but  only  if  such  contributions  or  gifts  are  to  be  used 
by  such  trustee  or  trustees,  or  by  such  fraternal  society,  order,  or  association. 

"  See  pages  71  and  72. 
"  See  page  78. 
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exclusively  for  religious,  charitable,  scientific,  literary,  or  educational  purposes, 
or  for  the  prevention  of  cruelty  to  children  or  animals.  If  the  tax  imposed 
by  section  301,  or  any  estate,  succession,  legacy,  or  inheritance  taxes,  are,  either 
by  the  terms  of  the  will,  by  the  law  of  the  jurisdiction  under  which  the  estate 
is  administered,  or  by  the  law  of  the  jurisdiction  imposing  the  particular  tax, 
payable  in  whole  or  in  part  out  of  the  bequests,  legacies,  or  devises  otherwise 
deductible  under  this  paragraph,  then  the  amount  deductible  under  this  para- 
graph shall  be  the  amount  of  such  bequests,  legacies,  or  devises  reduced  by 
the  amount  of  such  taxes.  The  amount  of  the  deduction  under  this  paragraph 
for  any  transfer  shall  not  exceed  the  value  of  the  transferred  property  required 
to  be  included  in  the  gross  estate ;  and 

(4)  An  exemption  of  $100,000. 

(b)  In  the  case  of  a  nonresident  not  a  citizen  of  the  United  States,  by 
deducting  from  the  value  of  that  part  of  his  gross  estate  which  at  the  time 
of  hisi  death  is  situated  in  the  United  States —  " 

(1)"  That  proportion  of  the  deductions  specified  in  paragraph  (1)  of  sub- 
division (a)  of  this  section  which  the  value  of  such  part  bears  to  the  value 
of  his  entire  gross  estate,  wherever  situated ; 

(2)*"  An  amount  equal  to  the  value  of  any  property  (A)  forming  a  part 
of  the  gross  estate  situated  in  the  United  States  of  any  per^n  who  died  within 
five  years  prior  to  the  death  of  the  decedent,  or  (B)  transferred  to  the 
decedent  by  gift  within  five  years  prior  to  his  death,  where  such  property  can 
be  identified  as  having  been  received  by  the  decedent  from  the  donor  by  gift, 
or  from  such  prior  decedent  by  gift,  bequest,  devise,  or  inheritance,  or  which 
can  be  Identified  as  having  been  acquired  in  exchange  for  property  so  received. 
This  deduction  shall  be  allowed  only  where  a  gift  tax  imposed  under  the 
Revenue  Act  of  1932,  or  an  estate  tax  imposed  under  this  or  any  prior  Act  of 
Congress,  was  finally  determined  and  paid  by  or  on  behalf  of  such  donor,  or 
the  estate  of  such  prior  decedent,  as  the  case  may  be,  and  only  in  the  amount 
finally  determined  as  the  value  of  such  property  in  determining  the  value  of  the 
gift,  or  the  gross;  estate  of  such  prior  decedent,  and  only  to  the  extent  that  the 
value  of  such  property  is  included  in  that  part  of  the  decedent's  gross  estate 
which  at  the  time  of  his  death  is  situated  in  the  United  States,  and  only  if  in 
determining  the  value  of  the  net  estate  of  the  prior  decedent  no  deduction  was 
allowable  under  this  paragraph  in  respect  of  the  property  or  property  given  in 
exchange  therefor.  Where  a  deduction  was  allowed  of  any  mortgage  or  other 
lien  in  determining  the  gift  tax,  or  the  estate  tax  of  the  prior  decedent,  which 
was  paid  in  whole  or  in  part  prior  to  the  decedent's!  death,  then  the  deduction 
allowable  under  this  paragraph  shall  be  reduced  by  the  amount  so  paid.  The 
deduction  allowable  under  this  paragraph  shall  be  reduced  by  an  amount  which 
bears  the  same  ratio  to  the  amounts  allowed  as  deductions  under  paragraphs 
(1)  and  (3)  of  this  subdivision  as  the  amount  otherwise  deductible  under  this 
paragraph  bears)  to  the  value  of  that  part  of  the  decedent's  gross  estate  which 
at  the  time  of  his  death  is  situated  in  the  United  States.  Where  the  property 
referred  to  in  this  paragraph  consists  of  two  or  more  items  the  aggregate 
value  of  such  items  shall  be  used  for  the  purpose  of  computing  the  deduction. 

(3)"  The  amount  of  all  bequests,  legacies,  devises,  or  transfers,  to  or  for 
the  use  of  the  United  States,  any  State,  Territory,  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  for  exclusively  public  purposes,  or  to  or 
for  the  use  of  any  domestic  corporation  organized  and  operated  exclusively 


"See  pages  84  and  86. 
^  See  pages  84,  86,  and  87. 
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for  religious,  charitable,  scientific,  literary,  or  educational  purposes,  including 
the  encouragement  of  art  and  the  prevention  of  cruelty  to  children  or  animals 
no  part  of  the  net  earnings  of  which  inures  to  the  benefit  of  any  private  stock- 
holder or  individual,  and  no  substantial  part  of  the  activities  of  which  is 
carrying  on  propaganda,  or  otherwise  attempting,  to  influence  legislation,  or  to 
a  trustee  or  trustees,  or  a  fraternal  society,  order,  or  association  operating 
under  the  lodge  system,  but  only  if  such  contributions  or  gifts  are  to  be  used 
withm  the  United  States  by  such  trustee  or  trustees,  or  by  such  fraternal 
society,  order,  or  association,  exclusively  for  religious,  charitable,  scientific  lit- 
erary, or  educational  purposes,  or  for  the  prevention  of  cruelty  to  children  or 
animals.    If  the  tax  imposed  by  section  301,  or  any  estate,  succession,  legacy,  or 
inheritance  taxes,  are,  either  by  the  terms  of  the  will,  by  the  law  of  the  juris- 
diction under  which  the  estate  is  administered  or  by  the  law  of  the  jurisdiction 
imposing  the  particular  tax,  payable  in  whole  or  in  part  out  of  the  bequests 
legacies  or  devises  otherwise  deductible  under  this  paragraph,  then  the  amount 
deductible  under  this  paragraph  shall  be  the  amount  of  such  bequests,  legacies 
or  devises  reduced  by  the  amount  of  such  taxes.    The  amount  of  the  deduction 
under  this  paragraph  for  any  transfer  shall  not  exceed  the  value  of  the  trans- 
ferred property  required  to  be  included  in  the  gross  estate 

(cr  No  deduction  shall  be  allowed  in  the  case  of  a  nonresident  not  a  citizen 
of  the  Umted  States  unless  the  executor  includes  in  the  return  required  to  be 
filed  under  section  304  the  value  at  the  time  of  his  death  of  that  part  of  the 
gross  estate  of  the  nonresident  not  situated  in  the  United  States 

(d)-  For  the  purpose  of  this  title,  stock  in  a  domestic  corporation  owned  and 
held  by  a  nonresident  not  a  citizen  of  the  United  States  shall  be  deemed  prop- 
erty withm  the  United  States,  and  any  property  of  which  the  decedent  has 
made  a  transfer,  by  trust  or  otherwise,  within  the  meaning  of  subdivision  (c) 
or  (d)  of  section  302,  shall  be  deemed  to  be  situated  in  the  United  States  if  so 
situated  either  at  the  time  of  the  transfer,  or  at  the  time  of  the  decedent's 
death.  For  the  purposes  of  this  title,  a  relinquishment  or  promised  relinquish- 
ment of  dower,  courtesy,  or  of  a  statutory  estate  created  in  lieu  of  dower  or 
courtesy,  or  of  other  marital  rights  in  the  decedent's  property  or  estate,  shall 
not  be^ considered  to  any  extent  a  consideration  "in  money  or  money's  worth" 

(e)  The  amount  receivable  as  insurance  upon  the  life  of  a  nonresident  not 
a  citizen  of  the  United  States,  and  any  moneys  deposited  with  any  person  carry- 
ing on  the  banking  business,  by  or  for  a  nonresident  not  a  citizen  of  the  United 
States  who  was  not  engaged  in  business  in  the  United  States  at  the  time  of 
his  death  shall  not,  for  the  purpose  of  this  title,  be  deemed  property  within  the 
United  States. 

(f )  Missionaries  duly  commissioned  and  serving  under  boards  of  foreign  mis- 
sions of  the  various  religious  denominations  in  the  United  States,  dying  while 
in  the  foreign  missionary  service  of  such  boards,  shall  not,  by  reason  merely 
of  their  intention  to  permanently  remain  in  such  foreign  service,  be  deemed 
nonresidents  of  the  United  States,  but  shall  be  presumed  to  be  residents  of  the 
State,  the  District  of  Columbia,  or  the  Territories  of  Alaska  or  Hawaii  wherein 
they  respectively  resided  at  the  time  of  their  commission  and  their  departure 
for  such  foreign  service. 

Sec  304.  (a)-  The  executor,  within  two  months  after  the  decedent's  death, 
or  withm  a  like  period  after  qualifying  as  such,  shall  give  written  notice  thereof 
to  the  collector.    The  executor  shall  also,  at  such  times  and  in  such  manner  as 

i»  See  pages  86  and  87. 
"  See  pages  47  and  83. 
20  See  page  83. 
*  See  pages  94,  95,  and  96. 
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may  be  required  by  regulations  made  pursuant  to  law,  file  with  the  collector 
a  return  under  oath  in  duplicate,  setting  forth  (1)  the  value  of  the  gross 
estate  of  the  decedent  at  the  time  of  his  death,  or,  in  case  of  a  nonresident  not 
a  citizen  of  the  United  States,  of  that  part  of  his  gross  estate  situated  in  the 
United  States;  (2)  the  deductions  allowed  under  section  303;  (3)  the  value 
of  the  net  estate  of  the  decedent  as  defined  in  section  303;  and  (4)  the  tax 
paid  or  payable  thereon ;  or  such  part  of  such  information  as  may  at  the  time 
be  ascertainable  and  such  supplemental  data  as  may  be  necessary  to  establish 
the  correct  tax. 

(b)*^  Return  shall  be  made  in  all  cases  where  the  gross  estate  at  the  death 
of  the  decedent  exceeds  $100,000,  and  in  the  case  of  the  estate  of  every  non- 
resident not  a  citizen  of  the  United  States  any  part  of  whose  gross  estate  is 
situated  in  the  United  States.  If  the  executor  is  unable  to  make  a  complete 
return  as  to  any  part  of  the  gross  estate  of  the  decedent,  he  shall  include  in 
his  return  a  description  of  such  part  and  the  name  of  every  person  holding  a 
legal  or  beneficial  interest  therein,  and  upon  notice  from  the  collector  such 
person  shall  in  like  manner  make  a  return  as  to  such  part  of  the  gross  estate. 

Sex?.  305.  (a)*'  The  tax  imposed  by  this  title  shall  be  due  and  payable  fifteen 
months  after  the  decedent's  death,  and  shall  be  paid  by  the  executor  to  the 
collector. 

(b)**  Where  the  Commissioner  finds  that  the  payment  on  the  due  date  of  any 
part  of  the  amount  determined  by  the  executor  as  the  tax  would  impose  undue 
hardship  upon  the  estate,  the  Commissioner  may  extend  the  time  for  pay- 
ment of  any  such  part  not  to  exceed  eight  years  from  the  due  date.  In  such 
case  the  amount  in  respect  of  which  the  extension  is  granted  shall  be  psiid 
on  or  before  the  date  of  the  expiration  of  the  period  of  the  extension,  and 
the  running  of  the  statute  of  limitations  for  assessment  and  collection,  as  pro- 
vided in  sections  310(a)  and  311(b),  shall  be  suspended  for  the  period  of  any 
such  extension.  If  an  extension  is  granted,  the  Commissioner  may  require 
the  executor  to  furnish  a  bond  in  such  amount,  not  exceeding  double  the 
amount  in  respect  of  which  the  extension  is  granted,  and  with  such  sureties 
as  the  Commissioner  deems  necessary,  conditioned  upon  the  payment  of  the 
amount  in  respect  of  which  the  extension  is  granted  in  accordance  with  the 
terms  of  the  extension. 

(c)***  If  the  time  for  the  payment  is  thus  extended  there  shall  be  collected, 
as  a  part  of  such  amount,  interest  thereon  at  the  rate  of  6  per  centum  per  an- 
num from  the  expiration  of  three  months  after  the  due  date  of  the  tax  to  the 
expiration  of  the  period  of  the  extension. 

(d)  The  time  for  which  the  Commissioner  may  extend  the  time  for  pay- 
ment of  the  estate  tax  imposed  by  Title  IV  of  the  Revenue  Act  of  1921  shall 
be  five  years. 

(e)**  Where  there  is  included  in  the  value  of  the  gross  estate  the  value 
of  a  reversionary  or  remainder  interest  in  property,  the  payment  of  the  part 
of  the  tax  imposed  by  this  title  attributable  to  such  interest  may,  at  the  elec- 
tion of  the  executor,  be  postponed  until  six  months  after  the  termination  of 
the  precedent  interest  or  interests  in  the  property,  and  the  amount  the  pay- 
ment of  which  is  so  postponed  shall  then  be  payable,  together  with  interest 
thereon  at  the  rate  of  -4  per  centum  per  annum  from  eighteen  months  after 
the  date  of  the  decedent's  death  until  such  amount  is  paid.    The  postponement 


^  See  pages  95  and  96. 
«See  page  116. 
«*See  page  119." 
*See  page  126. 
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of  payment  of  such  amount  shall  be  under  such  regulations  as  the  Commissioner 
with  the  approval  of  the  Secretary  may  prescribe,  and  shall  be  upon  condition 
that  the  executor,  or  any  other  person  liable  for  the  tax,  shall  furnish  a  bond 
in  such  an  amount,  and  with  such  sureties,  as  the  Commissioner  deems  neces- 
sary, conditioned  upon  the  payment  within  six  months  after  the  termina- 
tion of  such  precedent  interest  or  interests  of  the  amount  the  payment  of  which 
is  so  postponed,  together  with  interest  thereon,  as  above  provided.  Such  part 
of  any  estate,  inheritance,  legacy,  or  succession  taxes  allowable  as  a  credit 
against  the  tax  imposed  by  this  title  as  is  attributable  to  such  reversionary  or 
remainder  interest  may  be  allowed  as  a  credit  against  the  tax  attributable 
to  such  interest,  subject  to  the  percentage  limitation  contained  in  section 
301(c),  if  such  part  is  paid,  and  credit  therefor  claimed,  at  any  time  prior 
to  the  expiration  of  60  days  after  the  termination  of  the  precedent  interest 
or  interests  in  the  property. 

Seo.  306.  As  soon  as  practicable  after  the  return  is  filed  the  Commissioner 
shall  examine  it  and  shall  determine  the  correct  amount  of  the  tax. 

Sec.  307.  As  used  in  this  title  in  respect  of  a  tax  imposed  by  this  title  the 
term  "deficiency"  means — 

(1)  The  amount  by  which  the  tax  imposed  by  this  title  exceeds  the  amount 
shown  as  the  tax  by  the  executor  upon  his  return ;  but  the  amount  so  shown 
on  the  return  shall  first  be  increased  by  the  amounts  previously  assessed  (or 
collected  without  assessment)  as  a  deficiency,  and  decreased  by  the  amounts 
previously  abated,  refunded,  or  otherwise  repaid  in  respect  of  such  tax ;  or 

(2)  If  no  amount  is  shown  as  the  tax  by  the  executor  upon  his  return,  or 
if  no  return  is  made  by  the  executor,  then  the  amount  by  which  the  tax  ex- 
ceeds the  amounts  previously  assessed  (or  collected  without  assessment)  as  a 
deficiency;  but  such  amounts  previously  assessed,  or  collected  without  assess- 
ment, shall  first  be  decreased  by  the  amounts  previously  abated,  refunded,  or 
otherwise  repaid  in  respect  of  such  tax. 

Sec.  308.  (a)*'  If  the  Commissioner  determines  that  there  is  a  deficiency 
in  respect  of  the  tax  imposed  by  this  title,  the  Commissioner  is  authorized  to 
send  notice  of  such  deficiency  to  the  executor  by  registered  mail.  Within 
90  days  after  such  notice  is  mailed  (not  counting  Sunday  or  a  legal  holiday 
in  the  District  of  Columbia  as  the  ninetieth  day),  the  executor  may  file  a  peti- 
tion with  the  Board  of  Tax  Appeals  for  a  redetermination  of  the  deficiency. 
Except  as  otherwise  provided  in  subdivision  (d)  or  (f)  of  this  section  or  in 
section  312  or  1001,  no  assessment  of  a  deficiency  in  respect  of  the  tax  imposed 
by  this  title  and  no  distraint  or  proceeding  in  court  for  its  collection  shall 
be  made,  begun,  or  prosecuted  until  such  notice  has  been  mailed  to  the  executor, 
nor  until  the  expiration  of  such  90-day  period,  nor,  if  a  petition  has  been 
filed  with  the  Board,  until  the  decision  of  the  Board  has  become  final.  Not- 
withstanding the  provisions  of  section  3224  of  the  Revised  Statutes  the  making 
of  such  assessment  or  the  beginning  of  such  proceeding  or  distraint  during 
the  time  such  prohibition  is  in  force  may  be  enjoined  by  a  proceeding  in  the 
proper  court. 

(b)  If  the  executor  flies  a  petition  with  the  Board,  the  entire  amount 
redetermined  as  the  deficiency  by  the  decision  of  the  Board  which  has  become 
final  shall  be  assessed  and  shall  be  paid  upon  notice  and  demand  from  the 
collector.  No  part  of  the  amount  determined  as  a  deficiency  by  the  Commis- 
sioner but  disallowed  as  such  by  the  decision  of  the  Board  which  has  become 
final  shall  be  assessed  or  be  collected  by  distraint  or  by  proceeding  in  court 
with  or  without  assessment 


»  See  pages  104  and  108. 
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(c)  If  the  executor  does  not  file  a  petition  with  the  Board  within  the  time 
prescribed  in  subdivision  (a)  of  this  section,  the  deficiency,  notice  of  which  has 
been  mailed  to  the  executor,  shall  be  assessed,  and  shall  be  paid  upon  notice 
and  demand  from  the  collector. 

(d)  The  executor  shall  at  any  time  have  the  right,  by  a  signed  notice  in 
writing  filed  with  the  Conmiissioner,  to  waive  the  restrictions  provided  in  sub- 
division (a)  of  this  section  on  the  assessment  and  collection  of  the  whole  or 
any  part  of  the  deficiency. 

(e)  The  Board  shall  have  jurisdiction  to  redetermine  the  correct  amount  of 
the  deficiency  even  if  the  amount  so  redetermined  is  greater  than  the  amount 
of  the  deficiency,  notice  of  which  has  been  mailed  to  the  executor,  and  to 
determine  whether  any  additional  amount  or  addition  to  the  tax  should  be 
assessed,  if  claim  therefor  is  asserted  by  the  Commissioner  at  or  before  the 
hearing  or  a  rehearing. 

(f )  If  after  the  enactment  of  this  Act  the  Commissioner  has  mailed  to  the 
executor  notice  of  a  deficiency  as  provided  in  subdivision  (a),  and  the  executor 
files  a  petition  with  the  Board  within  the  time  prescribed  in  such  subdivision, 
the  Commissioner  shall  have  no  right  to  determine  any  additional  deficiency, 
except  in  the  case  of  fraud,  and  except  as  provided  in  subdivision  (e)  of  this 
section  or  in  subdivision  (c)  of  section  312.  If  the  executor  is  notified  that, 
on  account  of  a  mathematical  error  appearing  upon  the  face  of  the  return,  an 
amount  of  tax  in  excess  of  that  shown  upon  the  return  is  due,  and  that  an 
assessment  of  the  tax  has  been  or  will  be  made  on  the  basis  of  what  would  have 
been  the  correct  amount  of  tax  but  for  the  mathematical  error,  such  notice 
shall  not  be  considered,  for  the  purposes  of  this  subdivision  or  of  subdivision 
(a)  of  this  section,  or  of  section  319,  as  a  notice  of  a  deficiency,  and  the 
executor  shall  have  no  right  to  file  a  petition  with  the  Board  of  Tax  Appeals 
based  on  such  notice,  nor  shall  such  assessment  or  collection  be  prohibited  by 
the  provisions  of  subdivision  (a)  of  this  section. 

(g)  For  the  purposes  of  this  title  the  date  on  which  a  decision  of  the  Board 
becomes  final  shall  be  determined  according  to  the  provisions  of  section  1005. 

(h)  Interest  upon  the  amount  determined  as  a  deficiency  shall  be  assessed 
at  the  same  time  as  the  deficiency,  shall  be  paid  upon  notice  and  demand  from 
the  collector,  and  shall  be  collected  as  a  part  of  the  tax,  at  the  rate  of  6  per 
centum  per  annum  from  the  due  date  of  the  tax  to  the  date  the  deficiency  is 
assessed,  or,  in  the  case  of  a  waiver  under  subdivision  (d)  of  this  section,  to 
the  thirtieth  day  after  the  filing  of  such  waiver  or  to  the  date  the  deficiency 
is  assessed  whichever  is  the  earlier. 

(i)"  Where  it  is  shown  to  the  satisfaction  of  the  Commissioner  that  the 
payment  of  a  deficiency  upon  the  date  prescribed  for  the  payment  thereof  will 
result  in  undue  hardship  to  the  estate,  the  Commissioner,  with  the  approval  of 
the  Secretary  (except  where  the  deficiency  is  due  to  negligence,  to  intentional 
disregard  of  rules  and  regulations,  or  to  fraud  with  intent  to  evade  tax),  may 
grant  an  extension  for  the  payment  of  such  deficiency  or  any  part  thereof  for 
a  period  not  in  excess  of  four  years.  If  an  extension  is  granted,  the  Com- 
missioner may  require  the  executor  to  furnish  a  bond  in  such  amount,  not 
exceeding  double  the  amount  of  the  deficiency,  and  with  such  sureties  as  the 
Commissioner  deems  necessary,  conditioned  upon  the  i)ayment  of  the  deficiency 
in  accordance  with  the  terms  of  the  extension.  In  such  case  the  running  of 
the  statute  of  limitations  for  assessment  and  collection,  as  provided  in  sections 
310(a)  and  311(b),  shall  be  suspended  for  the  period  of  any  such  extension, 
and  there  shall  be  collected,  as  a  part  of  the  tax,  interest  on  the  part  of  the 
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deficiency  the  time  for  payment  of  which  is  so  extended,  at  the  rate  of  6  per 
centum  per  annum  for  the  period  of  the  extension,  and  no  other  interest  shall 
be  collected  on  such  part  of  the  deficiency  for  such  period.  If  the  part  of  the 
deficiency  the  time  for  payment  of  which  is  so  extended  is  not  paid  in  accord- 
ance with  the  terms  of  the  extension,  there  shall  be  collected,  as  a  part  of  the 
tax,  interest  on  such  unpaid  amount  at  the  rate  of  1  per  centum  a  month  for 
the  period  from  the  time  fixed  by  the  terms  of  the  extension  for  its  payment 
until  it  is  paid,  and  no  other  interest  shall  be  collected  on  such  unpaid  amount 
for  such  period. 

(j)  The  50  per  centum  addition  to  the  tax  provided  by  section  3176  of  the 
Revised  Statutes,  as  amended,  shall,  when  assessed  after  the  enactment  of  this 
Act  in  connection  with  an  estate  tax,  be  assessed,  collected,  and  paid  in  the 
same  manner  as  if  it  were  a  deficiency,  except  that  the  provisions  of  subdivision 
(h)  of  this  section  shall  not  be  applicable. 

Sec.  309.  (a)  (1)  Where  the  amount  determined  by  the  executor  as  the 
tax  imposed  by  this  title,  or  any  part  of  such  amount,  is  not  paid  on  the  due 
date  of  the  tax,  there  shall  be  collected  as  a  part  of  the  tax,  interest  upon 
such  unpaid  amount  at  the  rate  of  1  per  centum  a  month  from  the  due  date 
until  it  is  paid. 

(2)  Where  an  extension  of  time  for  payment  of  the  amount  so  determined 
as  the  tax  by  the  executor  has  been  granted,  and  the  amount  the  time  for 
payment  of  which  has  been  extended,  and  the  interest  thereon  determined 
under  subdivision  (c)  of  section  305,  is  not  paid  in  full  prior  to  the  expira- 
tion of  the  period  of  the  extension,  then,  in  lieu  of  the  interest  provided  for  in 
paragraph  (1)  of  this  subdivision,  interest  at  the  rate  of  1  per  centum  a  month 
shall  be  collected  on  such  unpaid  amount  from  the  date  of  the  expiration  of 
the  period  of  the  extension  until  it  is  paid. 

(b)  Where  a  deficiency,  or  any  interest  assessed  in  connection  therewith 
under  subdivision  (h)  of  section  308,  or  any  addition  to  the  tax  provided  for 
in  section  3176  of  the  Revised  Statutes,  as  amended,  is  not  paid  in  full  within 
30  days  from  the  date  of  notice  and  demand  from  the  collector,  there  shall  be 
collected  as  part  of  the  tax,  interest  upon  the  unpaid  amount  at  the  rate  of 
1  per  centum  a  month  from  the  date  of  such  notice  and  demand  until  it  is  paid. 

(c)  If  a  bond  is  filed,  as  provided  in  section  312,  the  provisions  of  subdivi- 
sion (b)  of  this  section  shall  not  apply  to  the  amount  covered  by  the  bond. 

Sec.  310.  (a)  Except  as  provided  in  section  311,  the  amount  of  the  estate 
taxes  imposed  by  this  title  shall  be  assessed  within  three  years  after  the  return 
was  filed,  and  no  proceeding  in  court  without  assessment  for  the  collection 
of  such  taxes  shall  be  begun  after  the  expiration  of  three  years  after  the  return 
was  filed. 

(b)''  The  running  of  the  statute  of  limitations  provided  in  this  section  or  in 
section  311  on  the  making  of  assessments  and  the  beginning  of  distraint  or  a 
proceeding  in  court  for  collection,  in  respect  of  any  deficiency,  shall  (after 
the  mailing  of  a  notice  under  subdivision  (a)  of  section  308)  be  suspended 
for  the  period  during  which  the  Commissioner  is  prohibited  from  making  the 
assessment  or  beginning  distraint  or  a  proceeding  in  court  (and  in  any  event 
If  a  proceeding  in  respect  of  the  deficiency  is  placed  on  the  docket  of  the 
Board,  until  the  decision  of  the  Board  becomes  final),  and  for  60  days  there- 
after. 

Sec.  311.    (a)  In  the  case  of  a  false  or  fraudulent  return  with  intent  to 
evade  tax  or  of  a  failure  to  file  a  return  the  tax  may  be  assessed,  or  a  proceed- 

^  See  pages  111  and  114. 
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ing  in  court  for  the  collection  of  such  tax  may  be  begun  without  assessment, 
at  any  time. 

(b)  Where  the  assessment  of  any  tax  imposed  by  this  title  or  of  any  estate 
or  gift  tax  imposed  by  prior  Act  of  Congress  has  been  made  (whether  before 
or  after  the  enactment  of  this  Act)  within  the  statutory  i)eriod  of  limitation 
properly  applicable  thereto,  such  tax  may  be  collected  by  distraint  or  by  a 
proceeding  in  court  (begun  before  or  after  the  enactment  of  this  Act),  but 
only  if  begun  (1)  within  six  years  after  the  assessment  of  the  tax,  or  (2) 
prior  to  the  expiration  of  any  period  for  collection  agreed  upon  in  writing 
by  the  Commissioner  and  the  executor. 

(c)  This  section  shall  not  bar  a  distraint  or  proceeding  in  court  begun 
before  the  enactment  of  the  Revenue  Act  of  1924;  nor  shall  it  authorize  the 
assessment  of  a  tax  or  the  collection  thereof  by  distraint  or  by  proceeding  in 
court  (1)  if  at  the  time  of  the  enactment  of  this  Act  such  assessment,  distraint, 
or  proceeding  was  barred  by  the  statutory  period  of  limitation  properly  applica- 
ble thereto,  unless  prior  to  the  enactment  of  this  Act  the  Commissioner  and  the 
executor  agreed  in  writing  thereto,  or  (2)  contrary  to  the  provisions  of  sub- 
division (a)  of  section  308  of  this  Act. 

Sec.  312.  (a)  If  the  Commissioner  believes  that  the  assessment  or  collection 
of  a  deficiency  will  be  jeopardized  by  delay,  he  shall  immediately  assess  such 
deficiency  (together  with  all  interest,  additional  amounts,  or  additions  to  the 
tax  provided  for  by  law)  and  notice  and  demand  shall  be  made  by  the  collector 
for  the  payment  thereof. 

(b)  If  the  jeopardy  assessment  is  made  before  any  notice  in  respect  of  the 
tax  to  which  the  jeopardy  assessment  relates  has  been  mailed  under  sub-, 
division  (a)  of  section  308,  then  the  Commissioner  shall  mail  a  notice  under 
such  subdivision  within  60  days  after  the  making  of  the  assessment. 

(c)  The  jeopardy  assessment  may  be  made  in  respect  of  a  deficiency  greater 
or  less  than  that  notice  of  which  has  been  mailed  to  the  executor,  despite  the 
provisions  of  subdivision  (f)  of  section  308  and  whether  or  not  the  executor 
has  theretofore  filed  a  petition  with  the  Board  of  Tax  Appeals.  The  Commis- 
sioner shall  notify  the  Board  of  the  amount  of  such  assessment,  if  the  petition 
is  filed  with  the  Board  before  the  making  of  the  assessment  or  is  subsequently 
filed,  and  the  Board  shall  have  jurisdiction  to  redetermine  the  entire  amount 
of  the  deficiency  and  of  all  amounts  assessed  at  the  same  time  in  connection 
therewith. 

(d)  If  the  jeopardy  assessment  is  made  after  the  decision  of  the  Board  is 
rendered  such  assessment  may  be  made  only  in  respect  of  the  deficiency  deter- 
mined by  the  Board  in  its  decision. 

(e)  A  jeopardy  assessment  may  not  be  made  after  the  decision  of  the  Board 
has  become  final  or  after  the  executor  has  filed  a  petition  for  review  of  the 
decision  of  the  Board. 

(f )  When  a  jeopardy  assessment  has  been  made  the  executor,  within  30  days 
after  notice  and  demand  from  the  collector  for  the  payment  of  the  amount  of 
the  assessment,  may  obtain  a  stay  of  collection  of  the  whole  or  any  part  of 
the  amount  of  the  assessment  by  filing  with  the  collector  a  bond  in  such  amount, 
not  exceeding  double  the  amount  as  to  which  the  stay  is  desired,  and  with  such 
sureties,  as  the  collector  deems  necessary,  conditioned  upon  the  payment  of  so 
much  of  the  amount^  the  collection  of  which  is  stayed  by  the  bond,  as  is  not 
abated  by  a  decision  of  the  Board  which  has  become  final,  together  with  interest 
thereon  as  provided  in  subdivision  (j)  of  this  section, 

(g)  If  the  bond  is  given  before  the  executor  has  filed  his  petition  with  the 
Board  under  subdivision  (a)  of  section  308,  the  bond  shall  contain  a  further 
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condition  that  If  a  petition  is  not  filed  within  the  period  provided  In  sneh 
subdivismn  then  the  amount  the  collection  of  which  Is  stayed  by  the  bond 
wil  be  paid  on  notice  and  demand  at  any  time  after  the  expiration  of  such 
period  together  with  interest  thereon  at  the  rate  of  6  per  centum  per  annum 
from  the  date  of  the  Jeopardy  notice  and  demand  to  the  date  of  notice  and 
demand  under  this  subdivision. 

(h)  Upon  the  filing  of  the  bond  the  collection  of  so  much  of  the  amount 
assessed  as  is  covered  by  the  bond  shall  be  stayed.  The  executor  shall  have 
the  right  to  waive  such  stay  at  any  time  in  respect  of  the  whole  or  any  part 
of  the  amount  covered  by  the  bond,  and  if  as  a  result  of  such  waiver  any  part 
of  the  amount  covered  by  the  bond  Is  paid,  then  the  bond  shall,  at  the  request 
of  the  executor  be  proportionately  reduced.  If  the  Board  determines  that  the 
amount  assessed  is  greater  than  the  amount  which  should  have  been  assessed 
then  When  the  decision  of  the  Board  is  rendered  the  bond  shaU,  at  the  request 
of  the  executor,  be  proportionately  reduced.  request 

„h/I  ^H  ^",i\^  ^^^"^  ""^  ^^  "'^^  ""*•  t"^  B'""'"  a^l  when  the  amount 
Board  whici  h  r  "een  assessed  has  been  determined  by  a  decision  of  the 
Board  which  has  become  final,  then  any  unpaid  portion,  the  collection  of  which 
has  been  stayed  by  the  bond,  shall  be  collected  as  part  of  the  tax  upon  notice 

Shall  rabtrT*.':^'""""'  ^"-^  ""^  ''"^'^"^^  P«'«-  «*  the  aresr: 
shall  be  abated.    If  the  amount  already  collected  exceeds  the  amount  deter- 

refunded'  Tf  r"""*  "":"?  '""""'  '"''"  "^"^  '''^'''^-  «"<='»  <'^<=«««  ^hall  be 
refunded     If  the  amount  determined  as  the  amount  which  should  have  been 

assessed  is  greater  than  the  amount  actually  assessed,  then  the  difference  stoU 

frortrcou"" "'  """'"^ "'  ^"  °'  '''^  "^^  "'^'^  -"-  -« «~ 

(J)   In  the  case  of  the  amount  collected  under  subdivision   (1)   there  shall 

Tt  th   "1  :    T^Z  'r  "'  "'^''  ''°'°""*'  """^  «^  "  P""  »'  the  tax  int:res 
at  the  rate  of  6  per  centum  per  annum  upon  such  amount  from  the  date  of 

mvisTorm  ofT  '''\^''-^"\'^  '''^  ««te  ot  notice  and  demand  under  sub- 
div  sion  (1)  of  this  section,  or,  In  the  case  of  the  amount  collected  in  excess 

.„,L  f  ?         .5  ""^  """""^  ''"^^"^^•'  *"  *"«  ""f'-e  «n<J  «Jemand  from  the 

collector  under  subdivision    (1)  of  this  section  is  not  paid  in  full  withTn  30 
days  after  such  notice  and  demand,  then  there  shall  be  collected,  as  plrt  of  the 
tax,  interest  upon  the  unpaid  amount  at  the  rate  of  1  per  centum  a  month  frl 
the  date  of  such  notice  and  demand  until  It  is  paid 
(k)  No  claim  in  abatement  shall  be  filed  in  respect  of  any  assessment  made 

rece^ts  fitter  ^l^T'^Vl""''  Z^"'  *°  *"  P"""^""  P*"^"^  «>«  *^^  <'"P»«ate 
receipts  either  of  which  shall  be  sufliclent  evidence  of  such  payment,  and  shall 

entitle  the  executor  to  be  credited  and  allowed  the  amount  thereof  by  any 
court  having  jurisdiction  to  audit  or  settle  his  accounts 

(b)  If  the  executor  makes  written  application  to  the  Commissioner  for  de- 
termination of  the  amount  of  the  tax  and  discharge  from  personal  Itebllitv 
therefor,  the  Commissioner  (as  soon  as  possible,  ani  in  any  Tvent  within  one 
year  after  he  making  of  such  application,  or,  if  the  applicatL  frmlde  before 
the  return  IS  filed,  then  within  one  year  after  the  return  is  filed,  but  not  after 
«  ,^of  r  "'  ^'^  P*"^"**  P'-^^'ribed  for  the  assessment  of  the  tax  in  s^' 
tion  310)  Shall  notify  the  executor  of  the  amount  of  the  tax.  The  execu^r 
upon  payment  of  the  amount  of  which  he  is  notified,  shall  be  discharged  from 
personal  liab  iity  for  any  deficiency  In  tax  thereafter  found  toTdue  and 
shall  be  entitled  to  a  receipt  or  writing  showing  such  discharge 
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(c)  The  provisions  of  subdivision  (b)  shall  not  operate  as  a  release  of  any 
part  of  the  gross  estate  from  the  lien  for  any  deficiency  that  may  thereafter 
be  determined  to  be  due,  unless  the  title  to  such  part  of  the  gross  estate  has 
passed  to  a  bona  fide  purchaser  for  value,  in  which  case  such  part  shall  not  be 
subject  to  a  lien  or  to  any  claim  or  demand  for  any  such  deficiency,  but  the 
lien  shall  attach  to  the  consideration  received  from  such  purchaser  by  the 
heirs,  legatees,  devisees,  or  distributees. 

Sec.  314.  (a)  If  the  tax  herein  imposed  is  not  paid  on  or  before  the  due 
date  thereof  the  collector  shall,  upon  instruction  from  the  Conunissioner,  pro- 
ceed to  collect  the  tax  under  the  provisions  of  general  law,  or  commence  ap- 
propriate proceedings  in  any  court  of  the  United  States  having  jurisdiction,  in 
the  name  of  the  United  States,  to  subject  the  property  of  the  decedent  to  be 
sold  under  the  judgment  or  decree  of  the  court.  From  the  proceeds  of  such  sale 
the  amount  of  the  tax,  together  with  the  costs  and  expenses  of  every  descrip- 
tion to  be  allowed  by  the  court,  shall  be  first  paid,  and  the  balance  shall  be 
deposited  according  to  the  order  of  the  court,  to  be  paid  under  its  direction 
to  the  person  entitled  thereto.  This  subdivision  in  so  far  as  it  applies  to  the 
collection  of  a  deficiency  shall  be  subject  to  the  provisions  of  section  308. 

(b)  If  the  tax  or  any  part  thereof  is  paid  by,  or  collected  out  of  that  part 
of  the  estate  passing  to  or  in  the  possession  of,  any  person  other  than  the 
executor  in  his  capacity  as  such,  such  person  shall  be  entitled  to  reimburse- 
ment out  of  any  part  of  the  estate  still  undistributed  or  by  a  just  and  equi- 
table contribution  by  the  persons  whose  interest  in  the  estate  of  the  decedent 
would  have  been  reduced  if  the  tax  had  been  paid  before  the  distribution 
of  the  estate  or  whose  interest  is  subject  to  equal  or  prior  liability  for  the 
payment  of  taxes,  debts,  or  other  charges  against  the  estate,  it  being  the 
purpose  and  intent  of  this  title  that  so  far  as  is  practicable  and  unless  other- 
wise directed  by  the  will  of  the  decedent  the  tax  shall  be  paid  out  of  the 
estate  before  its  distribution.  If  any  part  of  the  gross  estate  consists  of 
proceeds  of  policies  of  insurance  upon  the  life  of  the  decedent  receivable  by 
a  beneficiary  other  than  the  executor,  the  executor  shall  be  entitled  to  recover 
from  such  beneficiary  such  portion  of  the  total  tax  paid  as  the  proceeds,  in 
excess  of  $40,000,  of  such  policies  bear  to  the  net  estate.  If  there  is  more 
than  one  such  beneficiary  the  executor  shall  be  entitled  to  recover  from  such 
beneficiaries  in  the  same  ratio. 

SEa  315.  (a)^  Unless  the  tax  is  sooner  paid  in  full,  it  shall  be  a  lien  for 
ten  years  upon  the  gross  estate  of  the  decedent,  except  that  such  part  of  the 
gross  estate  as  is  used  for  the  payment  of  charges  against  the  estate  and  expenses 
of  its  administration,  allowed  by  any  court  having  jurisdiction  thereof,  shall  be 
divested  of  such  lien.  If  the  Commissioner  is  satisfied  that  the  tax  liability 
of  an  estate  has  been  fully  discharged  or  provided  for,  he  may,  under  regu- 
lations prescribed  by  him  with  the  approval  of  the  Secretary,  issue  his  cer- 
tificate, releasing  any  or  all  property  of  such  estate  from  the  lien  herein 
imposed. 

(b)^  If  (1)  except  in  the  case  of  a  bona  fide  sale  for  an  adequate  and 
full  consideration  in  money  or  money's  worth,  the  decedent  makes  a  transfer, 
by  trust  or  otherwise,  of  any  property  in  contemplation  of  or  intended  to  take 
effect  in  possession  or  enjoyment  at  or  after  his  death,  or  makes  a  transfer, 
by  trust  or  otherwise,  under  which  he  has  retained  for  his  life  or  for  any 
period  not  ascertainable  without  reference  to  his  death  or  for  any  period 
which  does  not  in  fact  end  before  his  death  (A)  the  possession  or  enjoyment 

2»See  page  133. 
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of,  or  the  right  to  the  income  from,  the  property,  or  (B),  the  right,  either 
alone  or  in  conjunction  with  any  person,  to  designate  the  persons  who  shall 
possess  or  enjoy  the  property  or  the  income  therefrom,  or  (2)  if  insurance 
passes  under  a  contract  executed  by  the  decedent  in  favor  of  a  specific  bene- 
ficiary, and  if  in  either  case  the  tax  in  respect  thereto  is  not  paid  when  due, 
then  the  transferee,  trustee,  or  beneficiary  shall  be  personally  liable  for  such 
tax,  and  such  property,  to  the  extent  of  the  decedent's  interest  therein  at  the 
time  of  such  transfer,  or  to  the  extent  of  such  beneficiary's  interest  under 
such  contract  of  insurance,  shall  be  subject  to  a  like  lien  equal  to  the  amount 
of  such  tax.  Any  part  of  such  property  sold  by  such  transferee  or  trustee 
to  a  bona  fide  purchaser  for  an  adequate  and  full  consideration  in  money  or 
money's  worth  shall  be  divested  of  the  lien  and  a  like  lien  shall  then  attach 
to  all  the  property  of  such  transferee  or  trustee,  except  any  part  sold  to  a  bona 
fide  purchaser  for  an  adequate  and  full  consideration  in  money  or  money's 
worth. 

Sec.  316.  (a)  The  amounts  of  the  following  liabilities  shall,  except  as  here- 
inafter in  this  section  provided,  be  assessed,  collected,  and  paid  in  the  same 
manner  and  subject  to  the  same  provisions  and  limitations  as  in  the  case  of  a 
deficiency  in  a  tax  imposed  by  this  title  (including  the  provisions  in  case  of 
delinquency  in  payment  after  notice  and  demand,  the  provisions  authorizing 
distraint  and  proceedings  in  court  for  collection,  and  the  provisions  prohibiting 
claims  and  suits  for  refunds) : 

(1)  The  liability,  at  law  or  in  equity,  of  a  transferee  of  property  of  a  dece- 
dent or  donor,  in  respect  of  the  tax  (including  interest,  additional  amounts, 
and  additions  to  the  tax  provided  by  law)  imposed  by  this  title  or  by  any 
prior  estate  tax  Act  or  by  any  gift  tax  Act. 

(2)  The  liability  of  a  fiduciary  under  section  3467  of  the  Revised  Statutes 
in  respect  of  the  payment  of  any  such  tax  from  the  estate  of  the  decedent 
or  donor. 

Any  such  liability  may  be  either  as  to  the  amount  of  tax  shown  on  the 
return  or  as  to  any  deficiency  in  tax. 

(b)  The  period  of  limitation  for  assessment  of  any  such  liabiUty  of  a  trans- 
feree or  fiduciary  shall  be  as  follows : 

(1)  Within  one  year  after  the  expiration  of  the  period  of  limitation  for 
assessment  against  the  executor  or  donor ;  or 

(2)  If  the  period  of  limitation  for  assessment  against  the  executor  expired 
before  the  enactment  of  this  Act  but  assessment  against  the  executor  was 
made  within  such  period,— then  within  six  years  after  the  making  of  such 
assessment  against  the  executor,  but  in  no  case  later  than  one  year  after 
the  enactment  of  this  Act. 

(3)  If  a  court  proceeding  against  the  executor  or  donor  for  the  collection 
of  the  tax  has  been  begun  within  either  of  the  above  periods,— then  within 
one  year  after  return  of  execution  in  such  proceeding. 

(c)**  The  running  of  the  statute  of  limitations  upon  the  assessment  of  the 
liability  of  a  transferee  or  fiduciary  shall,  after  the  mailing  of  the  notice 
under  subdivision  (a)  of  section  308  to  the  transferee  or  fiduciary,  be  sus- 
pended for  the  period  during  which  the  Commissioner  is  prohibited  from  mak- 
ing the  assessment  in  respect  of  the  liability  of  the  transferee  or  fiduciary  (and 
m  any  event,  if  a  proceeding  in  respect  of  the  liability  is  placed  on  the  docket 
of  the  Board,  untU  the  decision  of  the  Board  becomes  final),  and  for  60  days 
thereafter. 


«•  See  page  156. 
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(d)  This  section  shall  not  apply  to  any  suit  or  other  proceeding  for  the 
enforcement  of  the  liability  of  a  transferee  or  fiduciary  pending  at  the  time 
of  the  enactment  of  this  Act. 

(e)  As  used  in  this  section,  the  term  **transferee"  includes  heir,  l^atee, 
devisee,  and  distributee. 

Sec.  317.  (a)  Upon  notice  to  the  Oommissioner  that  any  person  is  acting 
as  executor,  such  person  shall  assume  the  powers,  rights,  duties,  and  privileges 
of  an  executor  in  respect  of  a  tax  imposed  by  this  title  or  by  any  prior  estate 
tax  Act,  until  notice  is  given  that  such  person  is  no  longer  acting  as  executor. 

(b)  Upon  notice  to  the  Commissioner  that  any  person  is  acting  in  a  fiduciary 
capacity  for  a  person  subject  to  the  liability  specified  in  section  316,  the  fidu- 
ciary shall  assume  on  behalf  of  such  person  the  powers,  rights,  duties,  and 
privileges  of  such  person  under  such  section  (except  that  the  liability  shall 
be  collected  from  the  estate  of  such  i)erson),  until  notice  is  given  that  the 
fiduciary  capacity  has  terminated. 

(c)  Notice  under  subdivision  (a)  or  (b)  shall  be  given  in  accordance  with 
regulations  prescribed  by  the  Commissioner  with  the  approval  of  the  Secretary. 

(d)  In  the  absence  of  any  notice  to  the  Commissioner  under  subdivision 
(a)  or  (b),  notice  under  this  title  of  a  deficiency  or  other  liability,  if  addressed 
in  the  name  of  the  decedent  or  other  person  subject  to  liability  and  mailed  to 
his  last  known  address,  shall  be  sufficient  for  the  purposes  of  this  title. 

Sec.  318.  (a)  If  after  the  enactment  of  this  Act  the  Commissioner  determines 
that  any  assessment  should  be  made  in  respect  of  any  estate  or  gift  tax 
imposed  by  the  Revenue  Act  of  1917,  the  Revenue  Act  of  1918,  the  Revenue 
Act  of  1921,  or  the  Revenue  Act  of  1924,  or  by  any  such  Act  as  amended,  the 
Commissioner  is  authorized  to  send  by  registered  mail  to  the  person  liable  for 
such  tax  notice  of  the  amount  proposed  to  be  assessed,  which  notice  shall, 
for  the  purposes  of  this  Act,  be  considered  a  notice  under  subdivision  (a)  of 
section  308  of  this  Act.  In  the  case  of  any  such  determination  the  amount 
which  should  be  assessed  (whether  as  deficiency  or  additional  tax  or  as 
interest,  penalty,  or  other  addition  to  the  tax)  shall  be  computed  as  if  this 
Act  had  not  been  enacted,  but  the  amount  so  computed  shall  be  assessed, 
collected,  and  paid  in  the  same  manner  and  subject  to  the  same  provisions 
and  limitations  (including  the  provisions  in  case  of  delinquency  in  payment 
after  notice  and  demand  and  the  provisions  prohibiting  claims  and  suits  for 
refund)  as  in  the  case  of  a  deficiency  in  the  tax  imposed  by  this  title,  except 
that  in  the  case  of  an  estate  tax  imposed  by  the  Revenue  Act  of  1917,  the 
Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by  any  such  Act  as 
amended,  the  period  of  limitation  prescribed  in  section  1109  of  this  Act  shall 
be  applied  in  lieu  of  the  period  prescribed  in  subdivision  (a)  of  section  310. 

(b)  If  before  the  enactment  of  this  Act  any  person  has  api>ealed  to  the 
Board  of  Tax  Appeals  under  subdivision  (a)  of  section  308  of  the  Revenue 
Act  of  1924  (if  such  appeal  relates  to  a  tax  imposed  by  Title  III  of  such  Act 
or  to  so  much  of  an  estate  tax  imposed  by  any  of  the  prior  Acts  enumerated 
in  subdivision  (a)  of  this  section  as  was  not  assessed  before  J^une  3,  1924), 
and  the  appeal  is  pending  before  the  Board  at  the  time  of  the  enactment  of 
this  Act,  the  Board  shall  have  jurisdiction  of  the  appeal.  In  all  such  cases 
the  powers,  duties,  rights,  and  privileges  of  the  Commissioner  and  of  the 
person  who  has  brought  the  appeal,  and  the  jurisdiction  of  the  Board  and  of 
the  courts,  shall  be  determined,  and  the  computation  of  the  tax  shall  be 
made,  in  the  same  manner  as  provided  in  subdivision  (a)  of  this  section, 
except  as  provided  in  subdivision  (h)  of  this  section  and  except  that  the 
person  liable  for  the  tax  shall  not  be  subject  to  the  provisions  of  subdivision 
(a)  of  section  319. 
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(c)  If  before  the  enactment  of  this  Act  the  Commissioner  has  mailed  to 
any  person  a  notice  under  subdivision   (a)   of  section  308  of  the  Revenue 
Act  of  1924  (whether  in  respect  of  a  tax  imposed  by  Title  III  of  such  Act  or 
m  respect  of  so  much  of  an  estate  tax  imposed  by  any  of  the  prior  Acts 
enumerated  in  subdivision    (a)    of  this  section  as  was  not  assessed  before 
June  3.  1924),  and  if  the  60-day  period  referred  to  in  such  subdivision  has 
not  expired  before  the  enactment  of  this  Act  and  no  appeal  has  been  filed 
before  the  enactment  of  this  Act,  such  person  may  file  a  petition  with  the 
Board  in  the  same  manner  as  if  a  notice  of  deficiency  had  been  mailed  after 
the  enactment  of  this  Act  in  respect  of  a  deficiency  in  a  tax  imposed  by 
this  title.     In  such  cases  the  60-day  period  referred  to  in  subdivision  (a)   of 
section  308  of  this  Act  shall  begin  on  the  date  of  the  enactment  of  this  Act 
and  the  powers,  duties,  rights,  and  privileges  of  the  Commissioner  and  of 
the  person  entitled  to  file  the  petition,  and  the  jurisdiction  of  the  Board 
and  of  the  courts,  shall,  whether  or  not  the  petition  is  filed,  be  determined, 
and  the  computation  of  the  tax  shall  be  made,  in  the  same  manner  as  provided 
m  subdivision  <a)  of  this  section. 

.J^K^^^""^  deficiency  in  any  estate  tax  imposed  by  the  Revenue  Act  of 
1917,  the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by  any  such  Act 
as  amended,  was  assessed  before  June  3,  1924,  but  was  not  paid  in  full  before 
the  date  of  the  enactment  of  this  Act,  and  if  the  Commissioner,  after  the 
enactment  of  this  Act,  finally  determines  the  amount  of  the  deficiency    he  is 
authorized  to  send  by  registered  mail  to  the  person  liable  for  such  tax  notice 
of  such  deficiency,  which  notice  shall,  for  the  purposes  of  this  Act,  be  con- 
sidered a  notice  under  subdivisfton  (a)  of  section  308  of  this  Act.    In  the  case 
nr  ^^^r^i^r^  determination  the  amount  of  the  tax  (whether  as  deficiency 
or  additional  tax  or  as  interest,  penalty,  or  other  addition  to  the  tax)   shall 
be  computed  as  if  this  Act  had  not  been  enacted,  but  the  amount  so  computed 
shall  be  assessed,  collected,  and  paid  in  the  same  manner  and  subject  to  the 
same   provi^ons   and  limitations    (including  the  provisions   in   cases   of  de 
hnquency  m  payment  after  notice  and  demand,  and  the  provisions  relating  to 
claims  and  suits  for  refund)  as  in  the  case  of  a  deficiency  in  the  tax  imZed 
by  this  title,  except  as  otherwise  provided  in  subdivision  (g)  of  tWs  ~on 
and  except  that  the  period  of  limitation  prescribed  in  section  1109  of  th^^^^ 

.  J^\5  ^°^  <^efi^iency  in  any  estate  tax  imposed  by  the  Revenue  Act  of 
1917,  the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by  any  snth  Act 
as  amended,  was  assessed  before  June  3,  1924,  but  was  not  paid  in  L  1  before 
that  date,  and  if  the  Commissioner  after  June  2,  1924,  but  before  the  enLtment 
of  this  Act,  finally  determined  the  amount  of  the  deficiency,  and  if  the  person 
hable  for  such  tax  appealed  before  the  enactment  of  this  Act  to  the  Board  o^ 
Tax  Appeals  and  the  appeal  is  pending  before  the  Board  at  the  time  of  the 
enactment  of  this  Act,  the  Board  shall  have  jurisdiction  of  the  api^S  In  all 
such  cases  the  powers,  duties,  rights,  and  privileges  of  the  ComSLr  and 

«L  n.r'^''  ""^  "l"'  *''""^'^'  *^"  "PP^^l'  ^°*^  tb^  jurisdiction  of  the  Board 
and  of  the  courts,  shall  be  determined,  and  the  computation  of  the  tax  shaU 
be  made,  in  the  same  manner  as  provided  in  subdivision  (d)  of  this  sectLn 

thfp  ^^  ^°^  deficiency  in  any  estate  tax  imposed  by  the  Revenue  Act  of  1917 
the  Revenue  Act  of  1918,  or  the  Revenue  Act  of  1921,  or  by  any  such  Lt  a'' 


181 

amended,  was  assessed  before  June  3,  1924,  but  was  not  paid  in  full  before  the 
date  of  the  enactment  of  this  Act,  and  if  the  O)mmissioner  after  June  2,  1924, 
finally  determined  the  amount  of  the  deficiency,  and  notified  the  person  liable 
for  such  tax  to  that  effect  less  than  60  days  prior  to  the  enactment  of  this  Act 
and  no  appeal  has  been  filed  before  the  enactment  of  this  Act,  the 
person  so  notified  may  file  a  petition  with  the  Board  in  the  same  manner  as 
if  a  notice  of  deficiency  had  been  mailed  after  the  enactment  of  this  Act  in 
respect  of  a  deficiency  in  a  tax  imposed  by  this  title.  In  such  cases  the  60-day 
period  referred  to  in  subdivision  (a)  of  section  308  of  this  Act  shall  begin  on 
the  date  of  the  enactment  of  this  Act,  and,  whether  or  not  the  petition  is  filed, 
the  powers,  duties,  rights,  and  privileges  of  the  Commissioner  and  of  the 
person  who  is  so  notified,  and  the  jurisdiction  of  the  Board  and  of  the  courts, 
shall  be  determined,  and  the  computation  of  the  tax  be  made,  in  the  same 
manner  as  provided  in  subdivision  (d)  of  this  section. 

(g)  In  cases  within  the  scope  of  subdivision  (d),  (e),  or  (f),  if  the  Com- 
missioner believes  that  the  collection  of  the  deficiency  will  be  jeopardized  by 
delay,  he  may,  despite  the  provisions  of  subdivision  (a)  of  section  308  of  this 
Act,  instruct  the  collector  to  proceed  to  enforce  the  payment  of  the  unpaid 
portion  of  the  deficiency,  and  notice  and  demand  shall  be  made  by  the  collector 
for  the  payment  thereof.  Within  30  days  after  such  jeopardy  notice  and 
demand  the  person  liable  for  the  tax  may  obtain  a  stay  of  collection  of  the 
whole  or  any  part  of  the  amount  included  in  the  notice  and  demand  by  filing 
with  the  collector  a  bond  in  like  manner,  under  the  same  conditions,  and  with 
the  same  effect,  as  in  the  case  of  a  bond  to  stay  the  collection  of  a  jeopardy 
assessment  under  section  312  of  this  Act. 

(h)  In  cases  within  the  scope  of  subdivision  (b)  or  (e)  of  this  section  where 
any  hearing  before  the  Board  has  been  held  before  the  enactment  of  this/  Act 
and  the  decision  is  rendered  after  the  enactment  of  this  Act,  such  decision 
shall,  for  the  purposes  of  this  title,  be  considered  to  have  become  final  upon 
the  date  when  it  is  rendered  and  neither  party  shall  have  any  right  to  petition 
for  a  review  of  the  decision.  The  Commissioner  may,  within  one  year  from 
the  time  the  decision  is  rendered,  begin  a  proceeding  in  court  for  the  collection 
of  any  part  of  the  amount  disiallowed  by  the  Board,  unless  the  statutory  period 
of  limitations  properly  applicable  thereto  has  expired  before  the  appeal  was 
taken  to  the  Board.  The  court  shall  include  in  its  judgment  interest  upon  the 
amount  thereof  in  the  same  cases,  at  the  same  rate,  and  for  the  same  period, 
as  if  such  amount  were  collected  otherwise  than  by  proceeding  in  court.  In 
any  such  proceeding  by  the  Commissioner  or  in  any  suit  by  the  taxpayer  for  a 
refund,  the  findings  of  the  Board  shall  be  prima  facie  evidence  of  the  facts 
therein  stated. 

(i)  Where  before  the  enactment  of  this  Act  a  jeopardy  assessment  has  been 
made  under  subdivision  (d)  of  section  308  of  the  Revenue  Act  of  1924  (whether 
of  a  deficiency  in  the  tax  imposed  by  Title  III  of  such  Act  or  of  a  deficiency  in 
an  estate  tax  imposed  by  any  of  the  prior  Acts  enumerated  in  subdivision  (a) 
of  this  siection)  all  proceedings  after  the  enactment  of  this  Act  shall  be  the 
same  as  under  the  Revenue  Act  of  1924  as  amended  by  this  Act,  except  that— 

(1)  A  decision  of  the  Board  rendered  after  the  enactment  of  this  Act  where 
no  hearing  has  been  held  by  the  Board  before  the  enactment  of  this  Act  may 
be  reviewed  in  the  same  manner  as  provided  in  this  Act  in  the  case  of  a  tax 
imposed  by  this  title ; 

(2)  Where  no  hearing  has  been  held  by  the  Board  before  the  enactment  of 
this  Act,  the  Commissioner  shall  have  no  right  to  begin  a  proceeding  in  court 
for  the  collection  of  any  part  of  the  deficiency  disaUowed  by  the  Board ;  and 
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(3)  In  the  consideration  of  the  case  the  jurisdiction  and  powers  of  the  Board 
shall  be  the  same  as  provided  in  this  Act  in  the  case  of  a  tax  imposed  by  this 
tiUe. 

(j)  In  the  case  of  any  estate  or  gift  tax  imposed  by  prior  Act  of  Congress, 
in  computing  the  period  of  limitations  provided  in  section  310  or  311  of  this  Act 
on  the  making  of  assessments  and  the  beginning  of  distraint  or  a  proceeding 
in  court,  the  running  of  the  statute  of  limitations  shall  be  considered  to  have 
been  suspended  (in  addition  to  the  period  of  suspension  provided  for  in  sub- 
division (b)  of  section  310)  for  any  period  prior  to  the  enactment  of  this  Act 
during  which  the  Commissioner  was  prohibited  from  making  the  assessment  or 
beginning  distraint  or  proceeding  in  court. 

Seo.  319.  (a)  If  the  Commissioner  has  mailed  to  the  executor  a  notice  of 
deficiency  under  subdivision  (a)  of  section  308  and  if  the  executor  after  the 
enactment  of  this  Act  files  a  petition  with  the  Board  of  Tax  Appeals  within 
the  time  prescribed  in  such  subdivision,  no  refund  in  respect  of  the  tax  shall 
be  allowed  or  made  and  no  suit  for  the  recovery  of  any  part  of  such  tax  shall 
be  instituted  in  any  court,  except — 

(1)  As  provided  in  subdivision  (c)  of  this  section  or  in  subdivision  (i)  of 
section  312  or  in  subdivision  (b),  (e),  or  (g)  of  section  318  or  in  subdivision 
(d)  of  section  1001 ;  and 

(2)  As  to  any  amount  collected  in  excess  of  an  amount  computed  in  accord- 
ance with  the  decision  of  the  Board  which  has  become  final ;  and 

(3)  As  to  any  amount  collected  after  the  statutory  period  of  limitations 
upon  the  beginning  of  distraint  or  a  proceeding  in  court  for  collection  has 
expired ;  but  in  any  such  suit  for  refund  the  decision  of  the  Board  which  has 
become  final,  as  to  whether  such  period  had  expired  before  the  notice  of 
deficiency  wasi'  mailed,  shall  be  conclusive. 

(b)**  All  claims  for  the  refunding  of  the  tax  imposed  by  this  title  alleged  to 
have  been  erroneously  or  illegally  assessed  or  collected  must  be  presented  to  the 
Commissioner  within  three  years  next  after  the  payment  of  such  tax.  The 
amount  of  the  refund  shall  not  exceed  the  portion  of  the  tax  paid  during  the 
three  years  immediately  preceding  the  filing  of  the  claim,  or  if  no  claim  was 
filed,  then  during  the  three  years  immediately  preceding  the  allowance  of  the 
refund. 

(c)'"  If  the  Board  finds  that  there  is  no  deficiency  and  further  finds  that  the 
executor  has  made  an  overpayment  of  tax,  the  Board  shall  have  jurisdiction  to 
determine  the  amount  of  such  overpayment,  and  such  amount  shall,  when  the 
decision  ©f  the  Board  has  become  final,  be  credited  or  refunded  to  the  executor 
as  provided  in  section  3220  of  the  Revised  Statutes,  as  amended.  No  such 
refund  shall  be  made  of  any  portion  of  the  tax  unless  the  Board  determines  as 
part  of  its  decision  that  it  was  paid  within  four  years  (or  in  the  case  of  a  tax 
imposed  by  this  title,  within  three  years)  before  the  filing  of  the  claim  or  the 
filing  of  the  petition,  whichever  is  earlier. 

Seo.  320.  (a)  Whoever  knowingly  makes  any  false  statement  in  any  notice  or 
return  required  to  be  filed  under  this  title  shall  be  liable  to  a  penalty  of  not 
exceeding  $5,000,  or  imprisonment  not  exceeding  one  year,  or  both. 

(b)  Whoever  fails  to  comply  with  any  duty  imposed  upon  him  by  section  304, 
or,  having  in  his  possession  or  control  any  record,  file,  or  paper,  containing  or 
supposed  to  contain  any  information  concerning  the  estate  of  the  decedent,  or, 
having  in  his  possession  or  control  any  property  comprised  in  the  gross  estate 

^  See  pages  142  and  146. 

«  See  pages  142.  146,  and  147. 
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of  the  decedent,  fails  to  exhibit  the  same  upon  request  to  the  Commissioner  or 
any  collector  or  law  oflScer  of  the  United  States  or  his  duly  authorized  deputy  or 
agent,  who  desires  to  examine  the  same  in  the  performance  of  his  duties  under 
this  title,  shall  be  liable  to  a  penalty  of  not  exceeding  $500,  to  be  recovered,  with 
costs  of  suit,  in  a  civil  action  in  the  name  of  the  United  States. 

Sec.  321.  (a)  The  term  "resident"  as  used  in  this  title  includes  a  citizen  of 
the  United  States  with  respect  to  whose  property  any  probate  or  administration 
proceedings  are  had  in  the  United  States  Court  for  China.  Where  no  part  of 
the  gross  estate  of  such  decedent  is  situated  in  the  United  States  at  the  time  of 
his  death,  the  total  amount  of  tax  due  under  this  title  shall  be  paid  to  or  col- 
lected by  the  clerk  of  ?ueh  court,  but  where  any  part  of  the  gross  estate  of  such 
decedent  is  situated  in  the  United  States  at  the  time  of  his  death,  the  tax  due 
under  this  title  shall  be  paid  to  or  collected  by  the  collector  of  the  district  in 
which  is  situated  the  part  of  the  gross  estate  in  the  United  States,  or,  if  such 
part  is  situated  in  more  than  one  district,  then  the  collector  of  such  district  as 
may  be  designated  by  the  Commissioner. 

(b)  For  the  purpose  of  this  section  the  clerk  of  the  United  States  Court  for 
China  shall  be  a  collector  for  the  territorial  jurisdiction  of  such  court,  and 
taxes  shall  be  collected  by  and  paid  to  him  in  the  same  manner  and  subject  to 
the  same  provisions  of  lav/,  including  penalties,  as  the  taxes  collected  by  and 
paid  to  a  collector  in  the  United  States. 

TITLE  II,  EEVENUE  ACT  OF  1932,  AS  AMENDED 

ADDITIONAL  ESTATE  TAX 

(With  references  to  pages  showing  provisions  as  originally  enacted  and  describing  the 

amendments) 

Sec.  401.  Imposition  of  Tax. 

(a)  In  addition  to  the  estate  tax  imposed  by  section  301  (a)  of  the  Revenue 
Act  of  1926,  there  is  hereby  imposed  upon  the  transfer  of  the  net  estate  of  every 
decedent  dying  after  the  enactment  of  this  Act,  whether  a  resident  or  nonresi- 
dent of  the  United  States,  a  tax  equal  to  the  excess  of — 

(1)  the  amount  of  a  tentative  tax  computed  under  subsection   (b)   of 
this  section,  over 

(2)  the  amount  of  the  tax  imposed  by  section  301  (a)  of  the  Revenue  Act 
of  1926,  computed  without  regard  to  the  provisions  of  this  title. 

(b)^  The  tentative  tax  referred  to  in  subsection  (a)  (1)  of  this  section  shall 
equal  the  sum  of  the  following  percentages  of  the  value  of  the  net  estate : 

Upon  net  estates  not  in  excess  of  ?10,000,  2  per  centum. 

$200  upon  net  estates  of  $10,000;  and  upon  net  estates  in  excess  of  $10,000  and 
not  in  excess  of  $20,000,  4  per  centum  in  addition  of  such  excess. 

$000  upon  net  estates  of  $20,000 ;  and  upon  net  estates  in  excess  of  $20,000  and 
not  in  excess  of  $30,000,  6  per  centum  in  addition  of  such  excess. 

$1,200  upon  net  estates  of  $30,000 ;  and  upon  net  estates  in  excess  of  $30,000 
and  not  in  excess  of  $40,000,  8  per  centum  in  addition  of  such  excess. 

$2,000  upon  net  estates  of  $40,000 :  and  upon  net  estates  in  excess  of  $40,000 
and  not  in  excess  of  $50,000,  10  per  centum  in  addition  of  such  excess. 

$3,000  upon  net  estates  of  $50,000;  and  upon  net  estates  in  excess  of  $.'50,000 
and  not  in  excess  of  $70,000,  12  per  centum  in  addition  of  such  excess. 

"•^  See  pages  2,  4,  and  G. 
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$5,400  upon  net  estates  of  $70,000;  and  npon  net  estates  in  excess  of  $70,000 
and  not  In  excess  of  $100,000,  14  per  centum  In  addition  of  such  excess. 

$9,(J0O  upon  net  estates  of  $100,000 ;  and  upon  net  estates  in  excess  of  $100,0(K) 
and  not  in  excess  of  $200,000;  17  per  centum  in  addition  of  such  excess. 

$2(5,600  upon  net  estates  of  $200,000;  and  upon  net  estates  in  excess  of 
l^2(X),000  and  not  in  excess  of  $400,000,  20  per  centum  in  addition  of  sucli 
excess. 

$66,000  upon  net  estates  of  $400,000;  and  upon  net  estates  in  excess  of 
S4(X),000  and  not  in  excess  of  $600,000,  23  per  centum  in  addition  of  Sufli 
excess. 

$112,600  upon  net  estates  of  $($00,000;  and  upon  net  estates  in  excess  <!f 
$(»0,000  and  not  in  excess  of  $800,000,  26  per  centum  in  addition  of  sudi 
excess. 

$164,600  upon  net  estates  of  $800,000;  and  upon  net  estates  in  excess  of 
$800,000  and  not  in  excess  of  $1,000,000,  20  per  centum  in  addition  of  such 
excess. 

$222,600  upon  net  estates  of  $1,000,000;  and  upon  net  estates  in  excess  of 
$1,000,(X)0  and  not  in  excess  of  $1,500,000,  32  per  centum  in  addition  of  sucii 
excess. 

$382,600  upon  net  estates  of  $1,500,000;  and  upon  net  estates  in  excess  of 
$1,500,(X)0  and  not  in  excess  of  $2,0(X),(XK),  35  per  centum  in  addition  of  such 
excess. 

$557,600  upon  net  estates  of  $2,000,000;  and  upon  net  estates  in  excess  of 
$2,000,(KJ0  and  not  in  excess  of  $2,500,000,  38  per  centum  in  addition  of  such 
excess. 

$747,600  upon  net  estates  of  $2,500,000;  and  upon  net  estates  in  excess  of 
$2,500,000  and  not  in  excess  of  $3,000,000,  41  per  centum  in  addition  of  siuli 
excess. 

$952,600  upon  net  estates  of  $3,000,000;  and  upon  net  estates  in  excess  of 
$3,000,000  and  not  in  excess  of  $3,500,000,  44  per  centum  in  addition  of  such 
excess. 

$1,172,600  upon  net  estates  of  $3,500,000;  and  upon  net  estates  in  excess  of 
$3,500,000  and  not  in  excess  of  $4,000,(X)0,  47  per  centum  in  addition  of  sucli 
excess. 

$1,407,600  upon  net  estates  of  $4,000,000;  and  upon  net  estates  in  excess  of 
$4,000,000  and  not  in  excess  of  $4,500,000,  50  per  centum  in  addition  of  such 
excess. 

$1,657,600  upon  net  estates  of  $4,500,000;  and  uix)n  net  estates  in  excess 
of  $4,500,000  and  not  in  excess  of  $5,000,000,  53  per  centum  in  addition  of  such 
excess. 

$1,922,600  upon  net  estates  of  $5,000,000;  and  upon  net  estates  in  excess  of 
$5,000,000  and  not  in  excess  of  $6,000,000,  56  per  centum  in  addition  of  such 
excess. 

$2,482,600  upon  net  estates  of  $6,000,000;  and  urx)n  net  estates  in  excess 
of  $6,000,000  and  not  in  excess  of  $7,000,000,  59  per  centum  in  addition  of  such 
excess. 

$3,072,600  upon  net  estates  of  $7,000,000;  and  upon  net  estates  in  excess 
of  $7,000,000  and  not  in  excess  of  $8,000,000,  61  per  centum  in  addition  of  such 
excess. 

$3,682,600  upon  net  estates  of  $8,000,000;  and  upon  net  estates  in  excess 
of  $8,000,000  and  not  in  excess  of  $9,000,000,  63  per  centum  in  addition  of  such 
excess. 
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$4,312,000  upon  net  estates  of  $9,000,(X)0;  and  upon  net  estates  in  excess  of 
.$0,000,000  and  not  in  excess  of  $10,000,000,  65  per  centum  in  addition  of  sncli 
excess. 

$4,902,600  upon  net  estates  of  $10,000,000;  and  upon  net  estates  in  excess 
of  $10,000,000  and  not  in  excess  of  $20,0()0,(K)(),  67  ikt  centum  in  addition  of 
sucli  excess. 

$11,(X>2,600  upon  net  estates  of  $20,(XX),000 ;  and  upon  net  estates  in  excess 
of  $20,000,000  and  not  in  excess  of  $50,000,000,  69  per  contuin  in  addition  of 
MH'h  excess. 

$rj2,362,600  upon  net  estates  of  $."o,(MH>,(kxJ;  and  upon  n<4  o<!Mt<'s  in  excess 
of  $50,000,000,   70   per   centum    in   addition   of   sucli   excess. 

(c)"*  For  tlie  purposes  of  tliis  section  the  value  of  the  net  estate  shall  be 
determined  as  provided  in  Title  III  of  the  Revenue  Act  of  1920,  as  amended, 
except  that  in  liou  of  the  exemption  of  $100,(MX)  provided  in  section  303(}«)(4) 
of  such  Act,  the  exemption  shall  ])e  $40,000. 

Sec.  402.  Ciwudtts  Against  Tax. 

(a)  The  credit  provided  in  section  301(c)  of  the  IU'\enuo  Act  of  1926,  as 
ji mended  (80  per  centum  credit),  shall  nol  be  allowed  iu  respect  of  such 
jidditional  tax. 

(b)  (1)  If  a  tax  has  ]>een  paid  under  Title  III  <»f  this  Act  on  a  sift,  and 
(hereafter  upon  the  death  of  the  donor  any  amount  in  resi^ect  of  such  gift 
is  required  to  be  included  i)i  the  value  of  the  gross  estate  of  the  decedent 
tor  the  purposes  of  this  title,  then  there  .shnll  be  credited  against  the  tax 
imposed  by  section  401  of  this  Act  the  amount  of  the  tax  i»aid  under  such  Title 
III  with  respect  to  so  much  of  the  property  which  constituted  the  gift  as  is 
included  iu  the  gross  estate,  except  that  the  amount  of  such  credit  (A)  shall 
not  exceed  an  amount  wliich  boars  the  same  ratio  to  the  tax  imposed  by 
section  401  of  this  Act  as  the  value  (at  the  time  of  the  gift  or  at  the  time  of 
the  death,  whichever  is  lowor)  of  so  much  of  the  proixirty  which  constituted 
the  gift  as  is  included  in  the  gross  estate,  bears  to  the  value  of  the  entire 
gro.ss  estate,  and  (B)  shall  not  exceed  the  amount  by  which  the  gift  tax 
paid  under  Title  III  of  this  Act  with  respect  to  so  nuich  of  the  property  as 
constituted  the  gift  as  is  included  in  the  gross  estate,  exceeds  the  amount 
of  tlie  credit  under  section  liOl(b)  of  the  Revenue  Act  of  1920,  as  amended 
by  this  Act. 

(2)  For  the  purposes  of  paragraph  (1),  the  amount  of  tax  paid  for  any 
\ear  under  Title  III  of  this  Act  with  respect  to  any  proiM^rty  shall  be  an 
amount  which  bears  the  same  ratio  to  the  total  tax  paid  for  such  year  as  the 
value  of  such  property  bears  to  the  total  amount  of  net  gifts  (computed 
without   deduction   of   the   specific   exemption)    for    such   year. 

Sec.  403.'*'  Assessment,  Collection,  and  Payment  of  Tax. 

Except  as  provided  in  section  402,  the  tax  imposed  })y  section  401  of  this 
Act  shall  be  assessed,  collected,  and  paid,  in  the  same  manner,  and  shall  be 
subjwrt  to  the  .same  provisions  of  law  (including  penalties),  as  the  tax  im- 
posed by  section  301(a)  of  the  Revenue  Act  of  1926,  except  that  in  the  case 
of  a  citizen  or  resident  of  the  United  States  a  return  shall  be  required  if  the 
value  of  the  gross  estate  at  the  time  of  the  decedent's  death  exceeds  $40,0(K>. 


•"'  See  page  82. 
^"'  See  page  91. 
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(Communications  should  be  addressed: 

United  States  Internal  Revenue  Agent  in  Charge, 


I'f 


I*' 


City 


State 


-) 


Territory  embraced 


* 


Alabama 

Alaska J_ 

Arizona 

Arkansas 

California: 

Counties  of  Monterey,  Kings, 
Tulare,  Inyo,  and  counties 
north. 
Counties  of  San  Luis  Obispo, 
Kern,  San  Bernardino,  and 
counties  south. 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois: 

Counties  of  Mercer,  Henry, 
Stark,  Marshall,  La  Salle, 
Grundy,  Kankakee,  and 
counties  north. 
C'ounties  of  Henderson,  War- 
ren, Knox,  Peoria,  Wood- 
ford, Livingston,  Ford, 
Iroquois,  and  counties 
soutli. 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

IVIaine 

Maryland 

Massachusetts 

I^Iichigan 

Minnesota 

Mississippi 

Missouri 

Montana 

^^ebraska 

Nevada 


Name  of  division 


Nashville 

Seattle 

Los  Angeles. 
Oklahoma- _ 


San  Francisco. 


Los  Angeles. 


Denver 

New  Haven. 
Baltimore  _  _ 
do 


Jacksonville. 

Atlanta 

Honolulu 

Salt  Lake 


Chicago. 


Springfield. 


Indianapolis,  _ 

Omaha 

Wichita 

Louisville 

New  Orleans.  _. 

Boston 

Baltimore 

Boston 

Detroit 

St.  Paul 

New  Orleans. _. 

St.  Louis 

Salt  Lake 

Omaha 


Location  of  office 


Nashville,  Tenn. 
Seattle,  AVash. 
Los  Angeles,  Calif. 
Oklahoma  City,  Okla. 

San  Francisco,  Calif. 


Los  Angeles,  Calif. 


Denver,  Colo. 
New  Haven,  Conn. 
Baltimore,  Md. 

Do. 
Jacksonville,  Fla. 
Atlanta,  Ga. 
Honolulu,  Hawaii 
Salt  Lake  City,  I/tah. 

Chicago,  111. 


Springfield,  HI. 


Indianapolis,  Ind. 
Omaha,  Nebr. 
Wichita,  Kans. 
Louisville,  K}^ 
New  Orleans,  La. 
Boston,  Mass. 
Baltimore,  Md. 
Boston,  Rlass. 
Detroit,  Mich. 
St.  Paul,  Minn. 
Nevv^  Orleans,  La. 
St.  Louis,  Mo. 
Salt  Lake  City,  Utah. 
Omaha,  Nebr. 
San  Francisco 1  San  Francisco,  Calif. 
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i 


.•  { 


?■■'] 


9 


i 


Territory  embraced 


New  Hampshire 

New  Jersey 

New  Mexico 

New  York: 

Counties  of  Kings,   Nassau, 
Queens,     Richmond,     and 
Suffolk. 
County  of  New  York,  north 

to  Twenty-third  Street. 
County  of  New  York,  north 
of  and  including  Twenty- 
tliird  Street,  and  counties 
of  Bronx  and  Westchester. 
Counties  of  Rockland,  Orange, 
Putnam,  and  counties  north 
and  west. 

North  Carolina 

North  Dakota 

Ohio: 

Counties  of  Preble,  Miami, 
Clark,  Madison,  Union, 
Marion,  Morrow,  Knox, 
Coshocton,  Guernsey, 
Noble,  Washington,  and 
counties  south. 
Counties  of  Darke,  Shelby, 
Champaign,  Logan,  Hardin, 
Wyandot,  Crawford,  Rich- 
land, Ashland,  Holmes, 
Tuscarawas,  Harrison,  Bel- 
mont, Monroe,  and  coun- 
ties north. 

Oklahoma 

Oregon 

Pennsylvania: 

Counties  of  Potter,  Clinton, 
Center,  Blair,  Bedford,  and 
counties  east. 
Counties  of  McKean,  Cam- 
eron, Clearfield,  Cambria, 
Somerset,  and  counties  west. 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah '__"_ 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 


Name  of  division 


Boston.  _ 
Newark  _ 
Denvcr__ 

Brooklyn 


Second  New  York. 
Upper  New  York.. 


Buffalo 

Greensboro 
St.  Paul___ 

Cincinnati- 


Cleveland. 


Oklahoma. 
Seattle 


Pliiladelphia. 


Pittsburgh. 


New  Haven. 
Columbia.  _. 

St.  Paul 

Nashville 

Dallas 

Salt  Lake 

Boston 

Richmond-  _ 

Seattle 

Huntington. 
Milwaukee-, 
Denver 


Location  of  office 


Boston,  Mass. 
Newark,  N.  J. 
Denver,  Colo. 

Brooklyn,  N.  Y. 


17  Battery  Place,  New 
York,  N.  Y. 

807  U.  S.  Parcel  Post 
Building,  341  Ninth 
Ave.,  New  York,  N.  Y. 

Buffalo,  N.  Y. 


Greensboro,  N.  C. 
St.  Paul,  Minn. 

Cincinnati,  Ohio. 


Cleveland,  Ohio. 


Oklahoma  City,  Okla. 
Seattle,  Wash. 

Philadelphia,  Pa. 


Pittsburgh,  Pa. 


New  Haven,  Conn. 
Columbia,  S.  C. 
St.  Paul,  Minn. 
Nashville,  Tenn. 
Dallas,  Tex. 
Salt  Lake  City,  Utah. 
Boston,  Mass. 
Richmond,  Va. 
Seattle,  Wash. 
Huntington,  W.  Va. 
Milwaukee,  Wis. 
Denver,  Colo. 


INDEX 


Ahatomont,    claim    for 

Accountants,  fees  of — doductibility 

Act,  Title  III,  Revenue  Act  of  1920,  :is  amended 

Act,  Title  II,  Revenue  Aft  of  19.32.  iis  .-.mended 

Acts,    chronological    description    of 

Acts,    prior    to    Act    of    1920,    roffulations    pertaining 

thereto 

Additional   amounts.     <S«v  Ad   valorem   i»eiiallir's   and 

interest  on  deficiency  tax. 
Additional   tax.     Sec  Defieien<'y   tax. 

Additional  tax  imposed  by  Revcinie  A<t    of  19;>2 

Administration    expen.^es 

Administrator,    ^cc  Executor. 

Ad  valorem  penalty 

Advance  payment  of  tax,  no   discount  for 

Advancements 

Agent  in  possession  of  proport.v  of  decedent,  duties  of_ 

Agent   of   corporation,    nonresident    estates 

Agents,  internal  revenue,  lic^t  of 

Agents,   preparation    of   afadavits,    briefs    an<l    state- 
ments filed  by 

Agents,  recognition  and  authorization  of 

Agreement  as  to  tax  liability 

Alaska,  included  in  the  term  "United  States" 

Alien,   nonresident,   estate  of 


Alter,  transfer  subjoct  to  power  lo 

Amend,  transfer  subject  to  power  to 

Amendment  of  return  by  Commissioner 

Animals,     prevention    of    cruelty     to — deduction     of 

amounts  for 

Annuity: 

Description  on  return  of 

Included  in  gross  estate 

Insurance  payable  as 

Valuation    of 

Appeals  to  Board  of  Tax  Appeals 

Appointment,  property  passing  under  i)ower  of 

Apportionment  of  tax,  not  made  by  Commissione»r 

Appraisal  lists 

Appraisers 

Appraiser's  fees,  deductibility  of 
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Article  Page 

Appreciation   in   value   after  valuation   date 10(a)  28 

Art,  encouragement  of— deduction  of  amounts  for 44-47,  54  79-81,  89 

Assessment  against  persons  other  than  the  executor__  105  157 

Assessment,   jeopardy 77^  9^,  98  114, 141 

Assessment  of  ad  valorem  penalty  and   interest 85  130 

Assessments 77  -t^^ 

Assets,  concealment  of — ^penalty 93  jgg 

Attorney,  power  of 74^  99  ^02^  ^47 

Attorney's  fees,  when  deductible 29, 32,  34,  52  65,  67,  68,  88 

Attorneys,  preparation  of  affidavits,  briefs,  and  state- 
ments filed  by 99  ^^^ 

Attorneys,  recognition  and  authorization  of 73,74,99  102  147 

Auctioneers,  fees  of — deductibility 35  '   ^3 

Audit  of  return . gj^  7^^  73    99^  ^^^^  ^^^ 

B 
Bank  deposits: 

Checks  outstanding  at  date  of  death 10(f)  30 

Description  of,  on  return 12  43 

Joint  deposit 22  23  59 

Nonresident  decedent '  59  g^ 

Valuation  of 10(f)  30 

Bank   in  possession  of  property   of  decedent— duties 

of go  02  Q3  Q^ 

Basic  Act 2  „ 

Beneficial  interest,  person  holding: 

Assessment  against 295  -j^^ 

Returns  required  from 64,70  97  100 

Beneficial  societies,  fraternal  death  benefits  paid  by—  25  *    62 

Beneficiary : 

Assessment  against jqS  157 

Insurance,  life 25-27  62-63 

Liability  of 102, 105  153, 157 

Lien  for  tax  on  property  of 88  134 

Return  by q^^  79  97^  ^^^ 

Bequests : 

Charitable,    public,    religious,    etc.— deductibility 

of 44_47^  54  79_gj^  gQ 

Estate  tax  is  not  on  any  particular 3  jq 

In  lieu  of  executors'  commissions 33  ^7 

Betterments  to  property 15^35  5953 

Bills — situs 59  '  g^ 

Board  of  Tax  Appeals jq  77  ^08  114 

Bond  of  taxpayer  required  in  connection  with — 

Extension  of  time  for  payment  of  tax 82,  83  120  124 

Release  of  lien 39  ^^5 

Stay  of  collection  of  jeopardy  assessment 96,  98  141 

Bonds : 

Description  of,  on  return 12  43 

Pledged  to  secure  a  loan 10(c)  28 

Situs  of — nonresident  alien 59  84 
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Bonds — Continued.  Article 

Taxability  of  Federal 13 

Transfer  certificate  required  in  case  of  nonresi- 
dent decedent 62 

Valuation  of 10(c) 

Books : 

Falsification,    destruction,    mutilation,    etc.,    of — 

penalty 93 

Production  of 103, 104 

liroker  in  possession  of  property  of  decedent,  duties 

of 60,62 

in-oker's  fee,  deductibility  of 35 

Burden   of  proof.     See  Presumption   and   burden   of 
proof. 

Burial  lot ^ 13,31 

Business,  interest  in 10(d) 

C 

Caring  for  pror>erty  of  the  estate,  expense  of 35 

Cash  on  hand  or  on  deposit 10(f) 

Casualty,  losses  from 39,  52 

Cemetery  lot 13,  31 

Certificate  of  indebtedness  of  the  United  States  owned 

by  nonresident  alien 13 

Certificate  of  overassessment 78,99 

Certificate  of  release  of  lien 89 

Certificate  permitting  transfer  of  property  of  nonresi- 
dent decedent 62 

Certiticates  of  stock — situs 50 

Charges  against  the  estate,  life  insurance  to  provide 

for  payment  of 26 

Charitable  uses — deduction  of  amounts  for 44-47,54 

Check,  payment  of  tax  by 56,  80 

Checks  of  decedent,  outstanding  at  death 10(f) 

Children,     prevention     of    cruelty     to — deduction     of 

amounts  for 44-47,  54 

China — estate   of   United   States   citizen   probated   in 

United  States  Court  for  China 5 

Citizen,  definition  of 5 

Citizens,  estates  of 13 

(Citizenship  not  test  of  residence 5 

Claim  for  abatement 95 

Claim  for  refund 99 

Claims  against  estate,  deduction  of 20,  86,  52 

Claims  held  by  decedent  canceled  by  will 13 

Clerk  hire,   deductibility 35 

Closing  agreement  as  to  tax  liability 76,93 

Collection  of  tax,  remedies  for_; 86,105 

Collection  of  tax,  stay  of — after  jeopardy  assessment-  96 
<  'oUector : 

Extension  of  time  for  filing  return 68 

Return  made  by 75 
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94 

28 
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93,94 
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Commissioner :  Article^ 

Agreements  with  respect  to  the  tax 76, 101 

Certificate  permitting  transfer  of  property  of  non- 
resident   g2 

Determination  of  tax  by ^7  7^ 

Extension  of  time  by 09  82  83 

Return  made  or  amended  by 75 

Commissions,  administrator's,  executor's,  trustee's 29, 32, 33,  52 

Committee  on  Enrollment  and  Disbarment 74 

Compromise  of  liability 93,101 

Computation  of  tax g 

Concealment  of  assets — penalty 93 

Consent  to  assessment  of  deficiency  tax.     See  Waiver 

of  limitations  upon   assessments. 
Consideration  in  money  or  money's  worth  as  affecting- 
Deduction 29, 3C,  38 

Inclusion  in  gross  estate 2  15-24 

Lien  of  tax gg 

Constructive  possession,  i^erson  in 56,59,60,64, 

70,79 
Contemplation  of  death: 

Exercise  of  power  of  appointment  In 24 

Presumption   of -f^Q  2I 

Relinquishment  of  power,  made  inl 21 

Transfer   in 2, 15. 16, 21, 

24 

Contingent  remainder 53 

Contribution,  by  persons  liable  for  the  tax,  to  the  per- 
son  paying ^ 

Contribution  of  decedent  to  fund,  or  to  purchase  price 

of  property  held  jointly  or  by  the  entirety 23 

Control  of  enjoyment  of  property  transferred 19, 20 

Corporation,  when  to  file  information  return  for  non- 
resident estate gj^ 

Court  costs,  deduction  of 35 

Court  decree,  effect  of — as  fixing  amounts  deductible—  30 

Credits  against  estate  tax g  9 

Curtesy 2, 14 

Relinquishment  of,  not  a  consideration  in  money 

or  money's  worth 15^  23, 29 

Custodian  of  property,  duties  of 60,62 

D 
Data,  supplemental,  may  be  required 46,65,66,71 

Date  from  which  each  Act  is  effective 1 

Date  for: 

Filing  preliminary  notice 57-60 

Filing    return ^3  70 

Paying   tax '  73 

Death : 

Contemplation  of 2,15,16,21,24 
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Doath-<^ontinued.  ^,^5,,^.  p^^^^ 

Interest  terminating  on  decedent's 13  41 

Power  of  appointment,  exercise  of— in  contempla- 
tion of  death  or  to  take  effect  at  or  after  death-  24  61 

Relinquishment  of  power  in  contemplation  of 21  57 

Transfer  intended  to  take  effect  in  possession  or 

enjoyment  at  or  after  death 2, 15, 17, 18, 19  9,  50,  52, 53 

Transfer  made  or  power  relinquished  within  two 

years  of ic,  21  51, 57 

Transfers  resulting  from 2, 13  9  44 

Debtor  of  decedent — duties  of 60,02  93,94 

Debts  of  decedent,  deductibility 29,36,52  65,69  88 

Debts  of  decedent,  paj^ment  before  payment  of  estate 

tax 1Q2  mn 

Debts  owed  to  the  decedent . 13^  50  44  $4 

Decree  of  court,  effect  of,   as  fixing  amount  of  deduc- 
tions   30  gg 

Deductions : 

Estates  of  nonresident  aliens 51-54,  71  87-89, 101 

Estates  of  residents  or  citizens 29-48  65-82 

Deed,  exercise  of  power  of  appointment  by 24  61 

Defeat  tax,  penalty  for  attempt  to 93  133 

Deficiency  tax: 

Acquiescence  in  determination 77  33^4 

Agreement,  closing jg  ^08 

Agreement,  waiver  of  restrictions  on  assessment-  77  114 

Assessment    of 77^  io5  114, 157 

Collection  of gc,  105  132.157 

Determination  of 7^  jQg 

Extension  of  time  for  payment  of , 33  y^^ 

Fiduciary "___'_  1^5  j^. 

Interest    on gg  ^3^ 

Lien  of gg  j3^ 

Mathematical  error 76^  77^  35  j^g  j^^  ^3^ 

Notification   of 76,73  108,110 

Payment  of 73^1^  33  35  xi^^is  124, 

130 

Personal   liability   for 62,102  94  l^*> 

Waiver  of  restrictions  on  assessment 77  '  ^24 

Dependents,  support  of— deduction   for 40  52  70  33 

Deposit   in    bank 10(f)',  22, 23,  50,' 62  30, 59, 84,' 94 

Deprecmtion  after  valuation  date io(a)  '»s 

Deputy  collector,  return  by \r^  "  , 

Description  of  property  listed  on  return 12  43 

Determination  of  gross  and  net  estate 4,  6,  51,  55  10  12  87  90 

Determination  of  tax  by  Commissioner '      '67  '     '     '99 

See  Computation  of  tax. 
Devise : 

Charitable,  public,  religious,  etc.— deductibility  of_  44-47, 5i  79-Sl  SO 

Estate  tax  is  not  upon  any  particular '3  'jX 

In  lieu  of  executor's  commissions 33  g^ 

Devisee,   liability   of y^  ^^^ 

Disbarment,   Committee   on   Enrollment    and    Disbar- 

rneut _____  74  j^_. 
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Discharge  or  release  of:  ^^jeie  Page 

Lien  for   tax gg  go  134,135 

Personal  liability 62,67  94,99 

Disclosure : 

Duty  of  persons  having  information   concerning 

the   estate gg  gg 

Failure  to  make,  of  certain  information — ^penalty.  93  l3g 

Of  certain  information  prohibited 72  102 

Discount,  none  allowed  on  tax 7g  hq 

Distraint,  collection  of  tax  by io5  157 

Distributee,    liability    of 105  ^57 

Distribution  of  estate: 

Exi)enses  incident   to 32  35  gj  gg 

Losses  after,  not  deductible '39  \q 

Personal  liability  in  connection  with 102  158 

Distributive  share,  estate  is  not  on  any  particular-,  3  10 

Dividends H  13  37  ^^ 

Documents : 

Duty  of  person  having  possession  or  control  of_  66  9g 

False  or  fraudulent — i)enalties 93^  94  i3g  239 

Penalty  for  failure  to  exhibit '93  'i3g 

Supplemental  data — nonresident  aliens 71  jqi 

Domestic  corporations,  stock  in — situs^ 59  g4 

Domicile g  -^ 

Dower _""  g,  14  9, 46 

Relinquishment  of,  not  consideration  in  money  or 

money's   worth 15,23.29        50,59,65 

Due  date  for: 

Filing  preliminary  notice 57,60  91  93 

Filing  return 63,' 70  96,100 

Paying  tax Yg  ^^g 

Duties  of  executor.    See  Executor:  Duties  of. 

Educational  uses — deduction  of  amounts  for 41  47,54        79-51  89 

Election  of  valuation  date * -n  'gj 

Election  to  postpone  payment  of  tax  attributable  to 

future    interest 82(b)  121 

Enjoyment  or  possession  retained,  transfers  with 15,  ig  50  52 

Enrollment  and  Disbarment,  Committee  on '74  192 

Entirety,  property  held  by  the 2,22,23  9  59 

Error,  deficiency  resulting  from  mathematical 76, 77^85  108,114,130 

Escheated  property,  transfer  taxable *  3         '       *    19 

Estate  of  decedent,  what  constitutes 13  44 

Estate,  statutory,  in  lieu  of  dower  or  curtesy 14  43 

Relinquishment  of,  not  consideration  in  money  or 

money's    worth 15,23,29        50.59.65 

Estate  tax,  1926  Act.  as  amended _  i63 

Estate  tax,  additional,  1932  Act,  as  amended _  i83 

Estate  tax,  prior  Acts j  7 

Estate  taxes: 

Credit  for,  if  imposed  by  State,  Territory,  or  Dis- 
trict of  Columbia . Q(h)  25 
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Estate  taxes — Continued.  Article 

Not    deductible 37 

Reduction  of  amount  of  charitable  bequests,  etc., 

by 44 

Evasion  of  payment  of  tax — penalty 93 

Evidence,   securing  of 103, 104 

Examination  of  return  by  Commissioner 67 

Exchange,    property    acquired    by — of    property    pre- 
viously   taxed 41,  43, 53 

Executor : 

Commission    of 29,32,33,52 

Definition  of  term  for  purposes  of  the  Act 56,  59, 60 

Discharge  from  personal  liability 67 

Duties  of — 

Appraisals 10(g) 

File    return 64,70 

Furnish  supplemental   data 66,  71 

Give  preliminary  notice 58-60 

Keep   records 106 

May  be  required  to  testify  and  produce  docu- 
ments,   etc 103,104 

Pay   the   tax 56,79 

Render    statements 107 

Reserve  sufficient  assets  to  satisfy  total  tax_  78 

Retain  all  documents  and  vouchers 65 

Insurance   receivable  by 25.26 

Legacy  to,  in  lieu  of  commissions 33 

Personal    liability    of 02,102,105 

Exemption,  $40,000  of  life  insurance 25,27 

Exemption,  homestead  or  other 13 

Exemption  of  United  States  bonds,  etc. — nonresident 

alien 13 

Exemption,   specific 4,6,48 

None  in  nonresident  alien  estates 4, 48 

Expenses    deductible 29-35,52 

Extension  of  time  for : 

Assessment  of  tax 77 

Filing   return 68,69 

Payment  of  deficiency  tax 83 

Payment  of  tax  attributable  to  a   remainder  or 

reversionary    interest 82(b) 

Payment  of  tax  shown  on  return 82(a) 

F 

Fair  market  value,  definition  of 10(a) 

False  or  fraudulent  documents — ^penalty 91, 93, 94 

False  or  fraudulent  return 75,77,91,94 

Federal  bonds,  etc.,  transfer  of  taxable 13 

Fees,   deductible 32-35,  52 

Fiduciaries 105, 108 

Final  determination  of  tax  by  Commissioner 76 

Fire,  losses  from 39, 52 
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Foreign  country:  Article  Page 

Citizen  of,  may  be  a  resident 5  iq 

Decedent  a  resident  of 5  ^0 

Inventory  filed  in  connection  with  proceedings  in,  71  loi 

Fraudulent   documents — penalty 91,94  138  139 

Fraudulent  return 75^  77, 91]  94  jqs^  114/138, 

139 

Funeral  expenses 29, 31,  52  65, 67,  88 

Future  interest,  valuation  of io(i)  32 

G 

General  power  of  appointment— 2  24  9  61 

Gift  tax : 

Credit  for __ 9^^)  22 

Deduction  of  value  of  property  subject  to 41, 53  72, 89 

Good  will 10(^1)  '3^ 

Gross  estate: 

Composition  of 2, 13-28  9, 44-63 

Itemized  on  return 12,65  43  97 

Lien  upon,  for  tax ^  gg  ^34 

Gross  tax ^  g  ^o 

H 

Hawaii  included  in  term  "United  States" 5  jq 

Heir,  liability  of IO5  jg^ 

Heirs,  real  property  passing  directly  to 13  44 

Homestead  and  other  exemptions 13  44 

Household  effects,  valuation  and  distribution  of 10(g)  31 

Husband  and  wife.     See  Dower ;  Curtesy ;  Tenancy  by 
the  entirety. 

Hypothecated  securities 10(c)  28 

Hypothetical  questions  not  answered 73  102 

I 

Improvements  to  property  of  gross  estate 15, 35  50^  gg 

Income   of  property   transferred,    reservation   of,   in 

favor  of  decedent 15^  ig  5^  52 

Income  tax,  deduction  for 37  ^9 

**In  contemplation  of  death",  definition  of le  51 

Indebtedness  on  property  in  gross  estate 29, 38  65, 69 

See  also  Debts. 

Information  return  by  corporation  or  transfer  agent-  61  94 

Inheritance  tax: 

Credit  for 9(b)  25 

Estate  tax  is  not  an ^  3  jq 

Not  deductible 37  go 

Reduction  of  amount  of  charitable  bequest,  etc., 

by 44  rjQ 

Inspection  of  return 72  ^q2 

Insurance : 

Legal  incidents  of  ownership  in 25,27  62  63 

Life 2, 25-28^  50    9, 62-63,'  84 
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Insurance — Continued.  Article 

Losses  not  compensated  by 39,  52 

Valuation 28 

Intangible  personal   property — situs  in   case   of  non- 
resident alien 50 

Interest : 

Accrued n,  13 

Ad  valorem  penalty 85 

Bank  deposits 12 

Bonds 11^  12 

Claims  against  estate 36 

Deficiency  tax 85 

Extension  of  time  for  paying  tax 84,  S5 

Jeopardy  assessments 85 

Mortgages  against  estate 3S,  52 

Mortgages  owned  by  decedent 10(e),  12 

Notes  owned  by  decedent 10(e),  12 

Penalty 85 

Kate  of — as  affecting  value  of  obligation 10(e) 

Refunds 9(b),  100 

Tax  attributable  to  reversion  or  remainder 84(b) 

Tax  shown  on  return 84(a) 

Interest  in  business,  valuation  of 10(d) 

Interest  in  property  ceasing  at  decedent's  death 13, 17, 18 

Interests  reached 2 

Internal  revenue  agents  in  charge,  list  of 

Intestate  laws,  transfers  under,  taxable 2 

Inventory  filed  in  connection  with  proceedings  in  for- 
eign   country 71 

Inventory  itemized 12, 65 

Investigation  of  household  and  personal  effects 10(g) 

Investigation  of  return 67 

J 

Jeopardy  assessment 77, 96, 98 

Joint  deposit 22,  23 

Jointly  owned  property : 2,22,23 

Judgment,  effect  of — as  fixing  amounts  deductible 30 

Judgment  in  suit  for  recovery  of  tax 99 

Judgment  owned  by  decedent,  description  of  on  return.  12 

L 

Land  contract,  description  of,  on  return 12 

Legacy : 

Charitable,  public,  religious,  etc. — deductibility  of _  44-47, 54 

Estate  tax  is  not  upon  any  particular 3 

In  lieu  of  executor's  commissions 33 

Legacy  tax : 

Credit  for 9(b) 

Estate  tax  is  not  a__ 3 

Not  deductible 37 

Reduction  of  amount  of  charitable  bequest,  etc.,  by_  44 
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Legal  interest— when  ijerson  holding  required  to  make  Article  Page 

return 04^  ^q  ^^^  ^^^ 

Liabilities  imposed  by  law  or  arising  out  of  torts 36  G9 

Lien  for  the  tax,  and  release  of gS,  89  134  135 

Life  estates  or  interests : 

Created  or  reserved  in  coimeetion  with  a  transfer.  18,  44  52  79 

Includible lo  13  43  44 

Valuation  of 10(i),ll  32.37 

Life  insurance 2, 25-28  9, 62-C3 

Description  on  return  of  policy  of 12  43 

Nonresident  alien 5Q  g| 

Limitation   of  deductions   in   estates   of   nonresident 

aliens 50.55  ^^_c^q 

Limitation  of  time,  claim  for  credit 9(b)  25 

Limitation  of  time,  claim  for  refund 99  147 

Limitations,  statute  of 77,82,83,99,105  114,120, 

124, 147, 157 

Literary  uses — deduction  of  amounts  for 44-47,  54  79-81,  89 

Loan  secured  by  pledge 10(c)  28 

Lodge,  death  benefits  paid  by 25  62 

Losses  during  administration 39,52  70  88 

M 

Margin,  securities  purchased  on 10(c)  28 

Market  value 10(a)  28 

Mathematical   error,   deficiency   resuUing   from 76,  77,  85  108, 114, 130 

Mausoleum,  deduction  for 3^  67 

Miscellaneous   administration   expenses 29,32,35.52  65,67,68,88 

IMissionary,  residence  of 5  10 

Money  in   joint   account 22  23  59 

Money   on   deposit io(f),   22.23.50,62  30,59,84,94 

Monument,  deduction  as  item  of  funeral  expenses—  31  67 

Mortgage,  deduction  of 33  52  69  8S 

N 

Net    estate 3^  4^  51^  55  ^^^  ^^^  ^ 

Net  tax g  ^„ 

Nonresident,  definition  of 5  J^. 

Nonresident  aliens,  estates  of: 

Administration  exi)cnses 52  gs 

Agent,  transfer 61,62  94 

Agents  or  others  in  possession  of  property  of — 

duties  of 60  32  93,94 

Beneficial  interest,   person  holding 70,105  100  157 

Bonds '50  •   g4 

Certificates  permitting  transfer  of  stocks,  bonds, 

or  other  property (jo  <)4 

Claims  against 52  S8 

Deductions ___  r^^_r^  g^_3^ 

Funeral  expenses 50  o^ 

Gross  estate ]""  13.28, 50  44-63, 84 

Information    return    by    corporation    or    transfer 

agent 61  ,^4 
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Nonresident  aliens,  estates  of — Continued. 

Insurance    in    domestic    company — not    part    of  Article  Page 

gross  estate 50  84 

Intangibles,  situs  of 50  84 

Losses  during  administration 52  88 

Moneys  due  from  domestic  debtors 50  84 

Moneys  on  deposit 50  84 

Mortgages,  deduction  of 52  88 

Net  estate,  how  determined 51-55  87-90 

Notes,   situs 50  84 

Notice,  preliminary 60  93 

Payment  of  tax 56,78-83    90,116-124 

Personal  property — when  included  in,  for   tax__  13,50  44,84 

Property  in  the  United  States 13,50  44,84 

Property  previously  taxed — deduction  for 53  89 

Public  charitable,  etc.,  uses — deduction  of  amounts 

for 54  89 

Real  property  In  the  United  States 13,  50  44,  84 

Real  property  outside  the  United  States 13  44 

Return 70  100 

Situs  of  property 50    .  84 

Specific  exemption,  none 48  82 

Stock,  situs 50  84 

Supplemental  data 71  101 

Support  of  dependents — deduction  of 52  88 

Transfer   certificates 02  94 

United  States  bonds,  notes,  and  certificates  of  in- 
debtedness— when  excluded 13  44 

Notes : 

Canceled  by  will 18  44 

Description  of — on  return 12  43 

Nonresident  estates — situs 50  84 

Taxability  of  Federal 18  44 

Valuation   of 10(e)  30 

Notice : 

Deficiency  tax 76,78  108,116 

Failure  to  file  preliminary 92  138 

False  or  fraudulent 91  133 

Fiduciary — to,  of  tax  liability  of 105  157 

Fiduciary  to  give 108  160 

Final  determination  of  tax 67, 76,  78    99, 108, 116 

Jeopardy  assessment 76, 77  108, 114 

Preliminary 57-60  91-93 

O 

Officers — list  of  internal  revenue  in  charge ,  —  igy 

Optional  valuation  date n  37 

Overassessment,  certificate  of 78, 99  116, 147 

P 

Partner,  decedent's  interest  as .  10(d)  30 

Payment  of  debts,  expenses  incident  to 32  67 

9172°— 37 14 
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Payuioiit  of  rofimd  chiims  aiul  interest 

Payment  of  tax: 

Bonds  of  the  United  States 

Check,    by 

Credits  against  tax 

Discount — none  for  advance  payment 

Due  date  for 

Executor  shall  make 

Extension  of  time — 

Attributable  to  remainder  or  reversionary  in- 
terest  

Deficiency  tax 

Tax  shown  on  return 

Nonresident  aliens — estates  of 

I*ersons  other  than  duly  qualified  executor,  when 

to    make 

Proceedings  to  enforce 

Receipt  for 

Penalties : 

Ad  valorem 

Compromise   of 

Conc-ealment  of  assets 

Disclosure,  failure  to  make '. 

Evasion  of  payment  of  tax 

Failure  to  file  notice  or  return 

Failure  to  furnish  information  upon  request 

Failure  to  keep  or  exhibit  records  or  property 

False  or  fraudulent  documents — aiding  in  prep- 
aration or  presentation   of 

False  or  fraudulent  notice  or  return 

Interest  on  ad  valorem  jKuiaUy 

Nature  of 

Notice,  delinquency  in  filing 

Pay  tax,  willful  failure  to 

Refund   of 

Return,  delinquency  in  filing 

Specific 

Person  in  actual  or  constructive  i)()sse.ssiou  of  dece- 
dent's proi^erty — when   to  file: 

Information  return 

Preliminary  notice 

Return 

Personal   and   household   effects,   valuation    and    dis- 
tribution of 

Personal  liability : 

Discharge  from 

Enforcement  of 

Payment  of  tax,  for ^ 

Personal  property: 

Description  of,  on  return 

Nonresident  aliens,  estates  of 

Residents  or  ciriz<Mis,  estates  of 


Article 
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100 

151 

81 

lis 

50,80 

90,118 

9 

22 

78 

116 

78 

110 

79 

117 

82(b) 

121 

83 

124 

S2(a) 

120 

56 

90 

79, 105 

117, 157 

86, 105 

132, 157 

78 

110 

90-92 

137-138 

101 

152 

93 

138 

93 

138 

93 
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92 

138 

93 

13S 

93 

13.S 

94 

139 

91 

13S 

S5 

130 
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92 
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93 
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61 

94 
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97,100 

10(g) 
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Personal  property — Continued.  Article 

Situs 50 

Valuation  of jo 

Persons  required  to  give  notice  or  make  return 58-<50,  64, 70 

Petition  to  Board  of  Tax  Appeals 76 

Philippine    Islands,    not    included    in    term    "United 

States" 5 

Pledge,   deductibility  of 3g 

Pledged  securities 10(c) 

Policy  of  life  insurance 12,  25-28 

Possession  or  enjoyment  retained,  transfers  with 15,18,24 

Postponement  of  payment  of  tax  attributable  to  future 

interest 82(b) 

Power  of  appointment,  property  passing  under 2,24 

Power  of  attorney 74^  99 

Power  to  change  enjoyment  of  transfer 20 

Power  to  designate  enjoyment  of  transfer 19 

Power  to  secure  evidence 103, 104 

Power  to  use  fund  for  noncharitable  purpose 47 

Preliminary  notice: 

Failure  to  file — penalty 91,92 

False  or  fraudulent — penalty 91,94 

Nonresident  aliens,  estates  of 60 

When  required 57 

Who  must  file 55, 59 

Preparation  of  refund  claim  by  attorney  or  agent 99 

Preparation  of  return 11,12,28,65,70 

Preparation  or  presentation   of  false   or  fraudulent 

documents,    penalties 91  94 

Present  worth  of  annuities  and  future  interests 10 (i) 

Presumption  and  burden  of  proof: 

Citizenship 5 

Consent  decree,  deductions 30 

Property  held  jointly  or  by  the  entirety 23 

Property  previously  taxed 41-43 

Refund   claim 99 

Residence 5 

Presumption  of  contemplation  of  death 16, 21 

Previously  taxed  property — deduction  for 41-43,53 

Privileged  character  of  return  and  other  records 72-74 

Procuring   preparation    or    presentation    of   false   or 

fraudulent  documents,  penalties 91,94 

Production  of  evidence 103^  104 

Promulgation  of  regulations no 

Property,  description  of,  on  return 12 

Property  of  decedent  at  time  of  death 13 

Property  of  gross  estate  subject  to  lien  of  tax gs 

Property  previously  taxed — deduction  for 41-43,53 

Property,   situs  of 13,50 

Property  tax,  estate  tax  is  not  a 3 

Property,  taxes  on,  deductibility 37 
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Proi)erty  transferred  during  decedent's  life— inclusion  Article  Page 

in  gross  estate i5_2i  50.57 

Property,  valuation  of 10  28 

Puerto  Rico,  not  included  in  term  "United  States" 5  10 

Q 

Question  of  law,  ruling  on,  by  Commissioner 73  102 

Rate   tables g  jo 

Rates  of  tax,  variations  in 7  ^ 

Real  estate: 

Description  of,  on  return 12  43 

Entirety,  estate  by 22  23  59 

Heirs  or  devisees  taking  directly 13  44 

Inclusion  of j3  aa 

Life  estate  in 10(i),11.13  32,37,44 

Mortgage  on 33^  52  ^9,  88 

Mortgaged,  when  full  value  to  be  returned 38  69 

Outside  the  United  States 13,38,52-54  44,09,88-89 

Remainder  interest  in 10(i).ll,13  32,37,44 

Situs 50  84 

Valuation  of 10(b)  28 

Receipts  granted  upon  payment  of  tax_ 75  ^^q 

Recognition   of   attorneys,    agents,   and   other    repre- 
sentatives   73^  74  ^02 

Records : 

Duty  of  person  having  possession  or  control  of __  CO,  93  98, 138 

Executor,  duty  to  keep \qq  259 

Falsification    of 9394  138,139 

Production  of 103,104  154 

Redetermination  of  deficiency  by  Board  of  Tax  Ap- 
peals   7g  2^ 

Refund  : 

Claim  for ^  ^^^ 

Credit  for   State   inheritance  and   similar   taxes 

allowed 9(b)  25 

Determined  tax  less  than  amount  paid 73  iiq 

Erroneous gg  ^47 

Inheritance,    etc.,    taxes    refunded    after    credit 

therefor  allowed   should   be   reported 0(|))  25 

Payment  of  claims  and  interest lOO  151 

Regulations,  authority  for no  161 

Reimbursement  or  contribution  for  payment  of  es- 
tate tax 1 87  J32 

Relationship  of  beneficiary  does  not  affect  taxa- 
bility    3  ^Q 

Release  of  lien gg  jog 

Religious  uses— deduction  of  amounts  for 44.47^54  70-81,89 

Relinquishment  of  dower,  curtesy,  etc.,  not  a  consid- 
eration in  money  or  money's  worth 15,23,29  50,59,05 

Relinquishment  of  power  to  alter,  amend,  revoke  or 

terminate  a   transfer 15,21  50  57 
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Remainder  interest: 

Credit  for  estate,  inheritance,  legacy  or  succes-  Article  Page 

sion  taxes  applicable  thereto 9(b),  82(b)  25,121 

Inclusion  of 13  44 

Postponement  of  payment  of  tax  attributable  to—  82(b)  121 

Valuation    of 10(i),ll  32,37 

Remedies  for  collection  of  tax gg^  io5  132  157 

Repeal  of  prior  provisions  of  law,  scope  of 109  161 

Reservation  of  income  in  favor  of  decedent  made  in 

connection  with  a  transfer 15,18  50  52 

Reservation  of  power  to  alter,  amend,  revoke    or  ter- 
minate   a    transfer 15,20,21  50,54,57 

Reservation  of  power  to  designate  who  shall  possess 

or  enjoy 15, 19  50^  53 

Residence,  presumption  of 5  j^q 

Resident,  definition  of 5  jq 

Residents,  estates  of 13  44 

Retention  of  power  to  alter,  amend,  revoke  or  termi- 
nate a   transfer 15,20,21  50,54,57 

Retention  of  power  to  designate  who  shall  possess  or 

enjoy   transferred   property 15^  19  50  53 

Retention  or  reservation  of  possession  or  income  of 

transferred  property 15  xg  50  52 

Return : 

Audit  of 67,76,78    99,108,116 

Commissioner  or  collector — when  to  make 75  103 

Confidential 72  io2 

Copy  of — when  furnished  by  Commissioner 72  102 

Delay  in  filing,  penalties 92  133 

Description  of  property  on 12  43 

Disclosure  in  regard  to 72,  73  102 

Due   date 63, 68^70  96, 100 

Evidence,   procuring   in    ascertaining   correctness 

of 103, 104  154 

Examination  of,  by  Commissioner 67  99 

Executor  to  file 64,70  97,100 

Extension  of  time  for  filing 68,69  100 

Failure  to  file 75  ^93 

False  or  fraudulent  or  failure  to  file,  penalties 91, 92, 94  138, 139 

Information   return 61  '   94 

Interest  on  tax  shown  on 34  J99 

IMathematical  error  in 76,  77,  85  108, 114, 130 

Nonresident  estates 70  iqq 

Nontaxable  estates 4  ;^o 

Persons  required  to  file 64,70  97  100 

Preparation  of  return 12,  65,  70      43,  97^  100 

Privileged  character  of  return 72  102 

When    required 63, 70  96, 100 

Reversionary  interest : 

Credit  for  estate,   inheritance,  legacy  or  succes- 
sion taxes  applicable  thereto 9(b),  82(b)  25,121 

Inclusion  of 13  44 

Postponement  of  payment  of  tax  with  respect  to__  82(b)  121 

Valuation  of i0(i) ,  11  32, 37 
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,.  Artklo  Tat'o 

Koveiuic  Act  192G,  estate  tax  title,  as  amondod _  ic>;; 

lioveiiue  Act  1932,  as  amondocl _  ;,v,o 

Revenue  agents  in  charge,  list  of _  ;|S7 

Revoke,  transfer  subject  to  ix)wer  to 15,  20,  21  50  54  57 

S 

Safe  deposit  conipanj-  in  possession  of  proi>erfy  of  de- 
cedent—duties of ; 00  go  0.3.94 

Scientific  uses — deductions  of  amounts  for 44-47^54  79-81  89 

Securities  of  nonresident  decedent 50.01,02  84  94 

Securities,  valuation  of 10(c)  ^>r 

Settlement  of  estate: 

Administration    expenses . 20-05^ 52  05-08, S.<^ 

Losses  during .'^g,  52  To'ss 

Support  of  dependents  during 40,52  70  88 

Shares  of  stock,  valuation  of 10(c)^  «>8 

Shipwreck,  losses  from on  f;o  r-n  00 

Situs  of  proiwty 13  50  44,84 

Specific  exemption 4,0.48  10  12  8'^ 

None  in  estates  of  nonresident  aliens 4^43  10  82 

State  taxes: 

Tredit  for  estate,   inheritance,   legacy   or   succes- 
sion   _„: c)(i,)  25 

Deduction  of 37  ^.« 

Statements,  executor's  duty  to  render iqT  159 

Statute  of  limitations 77,82  83  114  i*^0 

99, 105  124, 147, 157 
Statute,  text  of: 

1920,  Title  TIT,  as  amended _  -,,^., 

1932,  Title  II,  as  amended __  l^ 

Statutes,  chronological  description  of 1  7 

Stay  bond '  00.95  141 

Stocks : 

Description  on  return  of 32  4^ 

Nonresident  estates 50, 01,  C2  84,  IM 

Valuation  of 10(c)  28 

Storage  charges,  deductibility  of 35  ^g 

Storms,  losses  from 39,52  70  88 

Subpoenas 103,104  15^ 

Subscription,  deductibility  of 3(5  ^y, 

Succession  tax: 

Credit  for 9^,,)  ^,- 

Estate  tax  is  not  a 3  -tr) 

Not  deductible 37  ^^x 

Reduction  of  amount  of  charitable  bequest,  etc.,  by_  44  79 

Suit,  collection  of  tax  by '_  80. 105  130  15*7 

Supplemental  data  may  be  required 40,65,00,71 

81,97,98.101 

Support  of  dependents— deduction  of 40,52  70  8S 

Surrogates'   fees W  ^.o  cc' cc 
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Surviving  spouse.    See  Dower;  Curtesy;  Homestead 

and  other  exemptions;  Previously  taxed  property; 

Support   of   dependents;    Jointly    owned   property; 

Tenants  by  the  entirety.  Article  Page 

Survivorship,  property  passing  by  right  of 2,  22, 23  9, 59 

Survivorship,  transfers  conditioned  upon 15,17  50^52 

T 

Tables  for  computation  of  tax g  13 

Tables  for  valuing  annuities,  remainders,  etc 10  28 

Tangible  personal  property— situs  in  case  of  nonresi- 
dent alien gQ  ci 

Tax  Appeals,  Board  of 76,77  108  114 

Tax,  Federal  estate: 

Abatement ^5  j^q 

Acts,  regulations  respecting  prior no  iGl 

Acts,    successive 1  7 

Additions  to.    See  Interest  on  deficiency,  and  ad 
valorem  penalty. 

Agreement  as  to 76, 93  108, 138 

Assessment  of 77  114 

Character   of 3  jq 

Collection    of 86, 96, 105  132. 141, 157 

Computation  of g  g  12  13 

Credits  against 9  22 

Deficiency.    See  Deficiency  tax. 

Determination  of g  g  12  13 

Due  date  of 7g  ^^q 

Executor  shall  pay 79  117 

Gross 8  13 

Interest  on.     See  Interest. 

Liability,  manner  of  determining e  12 

Lien  for gg,  89  134^  535 

Nature  of 3  -^q 

Net g  13 

Payment   of 56, 78  90, 116 

For  analysis,  see  Payment  of  tax. 

Penalty  for  failure  to  pay 93  i3g 

Persons  other  than  duly  qualified  executor,  when 

to   pay 79^  105  117^  157 

Rates  of,  variations  in 7  12 

Receipts    for 7g  ng 

Refund  of 99^  100  147, 151 

Remedies  for  collection  oa, 86,105  132  157 

Tables  of  rates g  13 

Waiver   of   restrictions    en    assessment    and    col-  * 

lection ^ __'    '  77  114 

Tax,  Federal  gift:  •    ^      . 

Credit   for __^.  9(a)  22 

Deduction  of  value  of  prc'percj  su'oject  to. 41,53  72  89 

Tax,  Federal  income,  deduction  for 37  ^9 

Taxable    estates 4  jq 
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Taxes,  credit  for  estate,  legacy,  inheritance  or  sue-  Article 

cession — levied  by  States,  etc 9(b) 

Taxes,  deduction  of 29  37 

Taxes  due  the  United  States,  payment  of,  before  re- 
fund of  estate  tax jOO 

Tenancy  in  common,  joint,  or  by  the  entirety 2,  22,  23 

Tenants,  life.    See  Life  estates  or  interests. 

Tentative  finding  of  deficiency  tax 67,  76 

Terminate,  transfer  subject  to  power  to 15,  20, 21 

Testimony,  taking  of 103, 104 

Theft,  losses  from 39^  52 

Tombstone,  deduction  for 31 

Tort,  deduction  of  liability  for 35 

Transfer  agent,  nonresident  estate,   when  to  file  in- 
formation return _; ^ 

Transfer  certificate  permitting  the  transfer  of  prop- 
erty of  nonresident  decedent 02 

Transferee : 

Liability   of i02, 105 

Lien  on  property  received  by 33 

May   be  required   to   testify   and   produce   docu- 
ments,   etc 103, 104 

See  also  Executor;  definition  of 59 

Transfers,  by  will  or  under  intestate  laws 2 

Transfers  made  by  decedent  in  his  lifetime 15 

Charitable,    public,    religious,    etc.— deductibility 

of 44-47,54 

Checks  outstanding  at  date  of  death 10(f) 

Conditioned  upon  survivorship 17 

Consideration  for 2, 15-21 

Contemplation  of  death ]5. 16.  21 

Exceeding  $5,000  in  value 15 

General 2, 15 

Income  of  property  transferred,   payjible   to   de- 
cedent   18 

Intended  to  take  effect  in  possession  or  enjo.vment 

at  or  after  death 15,17,18,10 

Interest   retained  by   decedent 17,18 

Possession  or  enjoyment  retained  by  decedent 18 

Power  to  change  enjo,vmenl 20 

Power  to  designate  who  shall  possess  or  enjoy 19 

Property  subject  to  lien  for  tax 88 

Relinquishment  of  power  to  alter,  amend,  revoke 

or  terminate 21 

Situs    of    property    t^-ansferfed    by    nonresident 

alien ^ ^ __:__  50 

Subject  to  alteration,   nmendmcnt,  revocaMoii  or 

termination _! __^ "-__.1____ 20 

Survivorship,    conditioned  upon 17 

Transfers  previously   taxed-..-, 41-43,53 

Trust  company  in  possession  of  property  of  decedent — 

duties  of 60,62 

Tru.stee's  eomiiiissjoiis,  not  deductible 33 
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50,  51,  57 

50 

9,  50 

52 

50,  52.  53 
52 
52 
54 
53 

lai 

57 

84 

54 

52 

72-77.  89 
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u 

Uncertain  liability,  deduction  for 29 

United  States  Board  of  Tax  Appeals 76,77 

United  States,  use  of  term  in  the  Act 5 

V 

Valuation : 

Life  insurance 28 

Optional  date   for n 

Rules  for j^q 

Vested    remainder 10(i),13 

Vouchers,  duty  of  executor  to  retain 65 

W 

Waiver   of   restrictions   upon   assessment   and   collec- 
tion   77 

Warehouse  company  in  possession  of  property  of  de- 
cedent— duties  of 60  62 

Will; 

Canceling  obligations  due  the  decedent 13 

Copies  to  be  filed  with  return 46,  65,  71 

Exercise  of  power  of  appointment  by 24 

Transfers  by,  taxable 2 

Witnesses,  examination  of 103  104 

o 
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